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H.R. 4283, COLLEGE ACCESS AND 
OPPORTUNITY ACT 


Wednesday, May 12, 2004 
U.S. House of Representatives 
Committee on Education and the Workforce 
Washington, DC 


The Committee met, pursuant to notice, at 10:35 a.m., in room 
2175, Rayburn House Office Building, Hon. John Boehner (Chair- 
man of the Committee) presiding. 

Present: Representatives Boehner, Petri, McKeon, Castle, Ehlers, 
Isakson, Biggert, Osborne, Porter, Musgrave, Blackburn, Gingrey, 
Miller, Kildee, Owens, Andrews, Woolsey, Hinojosa, Tierney, IGnd, 
Kucinich, Wu, Davis of California, McCollum, Grijalva, Majette, 
Van Hollen, and Bishop. 

Staff present: Kevin Frank, Professional Staff Member; Sally 
Lovejoy, Director of Education and Human Resources Policy; Alexa 
Marrero, Press Secretary; Catharine Meyer, Legislative Assistant; 
Krisann Pearce, Deputy Director of Education and Human Re- 
sources Policy; Alison Ream, Professional Staff Member; Deborah 
L. Samantar, Committee Clerk/Intern Coordinator; Kathleen 
Smith, Professional Staff Member; Kevin Smith, Communications 
Counselor; Jo-Marie St. Martin, General Counsel; Ellynne Bannon, 
Minority Legislative Associate/Education; Tom Kiley, Minority 
Press Secretary; Ricardo Martinez, Minority Legislative Associate/ 
Education; Alex Nock, Minority Legislative Associate/Education; 
Joe Novotny, Minority Legislative Assistant/Education; and Lynda 
Theil, Minority Legislative Associate/Education. 

Chairman Boehner. A quorum being present, the Committee on 
Education and the Workforce will come to order. We are holding 
this hearing today to hear testimony on H.R. 4283, the College Ac- 
cess and Opportunity Act of 2004. For those guests who we don’t 
have room for in the room, we have an overflow room upstairs in 
2257. So for those who didn’t make it into the main hearing room, 
it is being broadcast upstairs in the overflow. 

Under Committee Rule 12(b), opening statements are limited to 
the Chairman and ranking minority member. If other members 
have opening statements, they will be included within the hearing 
record; and with that, I ask unanimous consent for the hearing 
record to remain open for 14 days to allow member statements and 
other extraneous material referenced during today’s hearing to be 
submitted for the official hearing record. Without objection, so or- 
dered. 


( 1 ) 
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STATEMENT OF HON. JOHN A. BOEHNER, CHAIRMAN, 
COMMITTEE ON EDUCATION AND THE WORKFORCE 

Good morning, and thank you all for joining us today to discuss 
the College Access and Opportunity Act, a bill I am pleased to have 
offered last week with Chairman McKeon to expand college access 
for low- and middle-income students. 

I firmly believe current and future students should be our No. 1 
priority in distributing Federal higher education aid. That was the 
purpose of the Higher Education Act when it was originally en- 
acted more than three decades ago. And the purpose of our bill is 
to restore that focus as the law is reauthorized. 

Our plan will expand access to higher education for millions of 
low- and middle-income students. It will do so by strengthening 
Pell Grants, student aid, student access programs, and minority 
serving institutions. It will reduce loan costs, fees, and red tape for 
students and graduates. It will remove barriers for non-traditional 
students, including the so-called “90-10 Rule” that is hurting mi- 
nority and low-income students. It will empower parents and stu- 
dents through “sunshine” and transparency for consumers in col- 
lege financing and accreditation. 

Millions of low- and middle-income students today face the possi- 
bility of being denied access to higher education. Americans over- 
whelmingly believe that these students and their families should 
be the first in line when Federal higher education aid is distrib- 
uted. The Federal law today reflects a different set of priorities. An 
increasing share of aid is flowing not to incoming low- and middle- 
income students struggling to achieve a higher education but to 
former students who have already received an education and en- 
tered the workforce. Federal law also allows lenders and banks to 
keep excess subsidies they earn from student loans instead of re- 
turning to the government so it can be used to support access for 
these same low- and middle-income students. 

If we truly believe college access for incoming low- and middle- 
income students should be the Federal Government’s first priority 
in higher education aid, we will not allow these misplaced priorities 
to stand. 

The independent General Accounting Office recently warned 
Congress that the cost of fixed interest rate consolidation loans is 
ballooning, threatening to devour billions in resources over the next 
7 years that could be used to support college access for students 
who haven’t received an education. To avert this problem, GAO has 
recommended to the Congress that we switch consolidation loans to 
a variable interest rate. Bipartisan experts have told this Com- 
mittee that following GAO’s recommendation would free up $21 bil- 
lion over the next 7 years that could be used to expand college ac- 
cess for low- and middle-income students. If consolidation loans are 
left on autopilot, the cost to low- and middle-income students will 
be $21 billion in lost opportunities. 

The GAO’s warning has not fallen on deaf ears in this Com- 
mittee. In fact, I am pleased to say it has drawn bipartisan con- 
cern. A majority of the members on both sides of the aisle have ei- 
ther introduced, sponsored, or cosponsored bills to move the con- 
solidation program to a variable rate. The bill that I have intro- 
duced with Chairman McKeon would do the same. 
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Unfortunately, the GAO’s warning also conies during an even- 
numbered year, and that brings political temptation to the table. 
One of the first to fall victim was former Education Secretary Rich- 
ard Riley, who was dispatched back in March by opponents of 
President Bush to attack this Committee for even listening to the 
GAO’s warning. His attacks were later echoed by another Democrat 
party member, presumptive Democrat nominee for President John 
Kerry. 

Now interestingly, not long ago, these same folks were singing a 
different tune. In the early 1990’s, when Secretary Riley and Presi- 
dent Clinton designed the Direct Loan Program, they chose vari- 
able rates for direct consolidation loans, not fixed rates. In 1997, 
when President Clinton and Secretary Riley sent Congress their 
plan for reauthorizing the Higher Education Act, they proposed 
making all consolidation loans variable rate. And Secretary Riley’s 
own Department of Education at the time said variable rate con- 
solidation loans would be better for borrowers. 

A 1997 document issued by Secretary Riley’s Department noted, 
“The interest rate on EEEL consolidation loans would be changed 
to a variable rate comparable to the rate applicable to Direct Con- 
solidation Loans under the Clinton plan.” It went on to say, “By ex- 
tending the favorable terms currently available only to borrowers 
of Direct Consolidation Loans to borrowers of FEEL Consolidation 
Loans, these amendments would reduce the cost for, and provide 
greater flexibility to, these FEEL borrowers.” 

Now with all due respect to Senator Kerry and Secretary Riley, 
it would appear that some of my colleagues across the aisle were 
for the idea of variable rate consolidation loans before they were 
against it. 

Now some have also pointed to a recent study by the Congres- 
sional Research Service examining how borrowers would be im- 
pacted by variable rates on consolidation loans. Proponents claim 
that the CRS findings are evidence that variable rates will increase 
the cost for borrowers. What they don’t mention is they are talking 
about a different set of borrowers. Our bill doesn’t affect anyone 
who currently has a consolidation loan, and those are the people 
the CRS analysis examines in a hypothetical analysis. 

No one can accurately predict what the future interest rates are 
going to be. What we can do is examine past history. And new in- 
formation from CRS does just that. 

In a report that was issued just last week, CRS found borrowers 
in 14 of the last 18 years would have fared better under a variable 
rate than under the fixed rate structure currently in place. Specifi- 
cally, since 1986, the first year that we had a consolidation loan 
program, borrowers most often would have paid less in interest if 
their student loans had been under the variable rate structure that 
we are proposing. 

We also know that students today are paying the lowest rates in 
history, about 2.82 percent. They are able to pay this low rate be- 
cause rates are in fact variable. In 2006, under the current law, in- 
terest rates will be fixed for the FEEL Program and at 6.8 percent, 
a rate more than double the amount students are paying today. 
And opponents of our legislation support keeping this fixed rate in 
tact despite the fact that costs will double for these borrowers if in- 
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terest rates stay relatively low. The 6.8 percent rate is not a cap 
that some opponents claim, it is a fixed rate that would he imposed 
on all student loan borrowers for the life of the loans, locking bor- 
rowers out of lower rates in the future. 

Providing fairness for low- and middle-income students will re- 
quire more than simply reforming consolidation loans and allowing 
borrowers to take advantage of variable interest rates. The bill we 
have introduced also addresses concern about excessive lender 
earnings on the Federal student loan programs. The bill would 
eliminate excess subsidies certain lenders can now collect and re- 
quire lenders to return billions in excess interest earnings to the 
Federal Government, freeing up resources that could b^e better 
spent expanding access for current and future students. 

With tuition skyrocketing at colleges and universities across the 
nation, we owe it to students and their families to have an honest 
debate about the barriers to college access, and to come together 
with solutions. The bill Chairman McKeon and I have offered is an 
attempt to do just that. And I look forward to today’s discussion, 
and I am hopeful that it will pave the way for bipartisan action in 
this Committee that will make a difference for those very students 
that we are trying to help get into the college and university of 
their choice. 

With that, I would like to yield to my colleague and friend, Mr. 
Miller. 

[The prepared statement of Chairman Boehner follows:] 
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Statement of Hon. John A. Boehner, Chairman, Committee on Edueation 

and the Workforce 


Good morning. Thank you for joining us today to discuss the College Access & Opportunity Act, a bill I am pleased to have offered 
last week with Chairman McKeon to expand college access for low and rmddle-income students. 

I firmly believe current and ftiture students should be our number one priority in distributing federal higher education aid. That was 
the purpose of the Higher Education Act when it was originally enacted more than three decades ago. And the purpose of our bill is to restore 
that focus as the law is reauthorized. 

Our plan will expand access to higher education for millions of low and middle-income students, it will do so by strengthening Pell 
Grants, student aid, student access programs, and minority serving institutions. It will reduce loan costs, fees, and red tape for students and 
graduates. It will remove barriers for non-traditiona! students, including the so-called “90-10” rule that is hurting minority and low-income 
students. It will empower parents and students through “sunshine” and transparency for consumers in college financing and accreditation. 

Millions of low and middle-income students today face the possibility of being denied access to higher education. Americans 
overwhelmingly believe these students and their families should be first in line when federal higher education aid is distributed. But federal 
law today reflects a different set of priorities. An increasing share of aid is flowing not to incoming, low and middie-income students 
struggling to achieve a higher education, but to former students who have already received an education and entered the workforce. Federal 
law also allows lenders and banks to keep excess subsidies they earn from student loans, instead of returning it to the government so it can be 
used to support access for low and middle-income students. 

If we truly believe college access for incoming, low and middle-income students should be the federal government’s first priority in 
higher education aid, we will not allow these misplaced priorities to stand. 

The independent General Accounting Office (QAO) recently warned this Congress that the cost of fixed interest rate consolidation 
loans is ballooning, threatening to devour billions in resources over the next several years that could instead be used to support college access 
for students who haven’t received mi education. To avert this problem, GAO has recommended that Congress switch to consolidation loans 
that use variable interest rates. Bipartisan experts have told this committee that following GAO’s recommendation would free up 
approximately $2 1 billion over the next seven years that could be used to expand college access for low and middle-income students. If 
consolidation loans are left on autopilot, the cost to low and middle-income students will be $21 billion in lost opportunities. 

The GAO’s warning has not fallen on deaf ears in this committee; in fact. I’m pleased to say it has drawn bipartisan concern. A 
majority of my colleagues on the Democratic side - 14 out of 22 Democratic members of this Committee - have either introduced, or co- 
sponsored legislation in this Congress that would make all new consolidation loans variable rate. Tlie bill I have introduced with Chairman 
McKeon would do the same. 

Unfortunately, the GAO’s warning also comes during an even-numbered year, and that brings political temptation. One of the first 
to fall victim was former Education Secretary Richard Riley, who was dispatched back in March by opponents of President Bush to attack 
this committee for even listening to GAO’s warning. His attacks were later echoed by other Democratic Party leaders, including Senator 
John Kerry. 

Not long ago, these same folks were singing a different tune. In the early 1990s, when Secretary Riley and President Clinton 
designed the Direct Loan program, they chose variable rates for direct consolidation loans -■ not fixed rates. In 1 997, when President Clinton 
and Secretary Riley sent Congress their plan for reauthorizing the Higher Education Act, they proposed making all consolidation loans 
variable-rate. And Secretary Riley’s own Department ofEducation said variable rate consolidation loans would be better for borrowers. 

A 1 997 document issued by Secretary Riley’s own Education Department noted “the interest rale on FFEL consolidation loans 
would be changed to a variable rate comparable to the rale applicable to Direct consolidation loans. ” under the Clinton plan. It went on to 
say: "By extending the favorable terms currently available only to borrowers of Direct consolidation loans to borrowers of FFEL 
consolidation loans, these amendments would reduce costs for, and provide greater flexibility to. these FFEL borrowers. . . " 

With ail due respect to Senator Kerry and Secretary Riley, it would appear Democrat leaders were the idea of variable rate 
consolidation loans before they were against it. 

Some have also pointed to a recent study by the Congressional Research Service examining how borrowers would be impacted by 
variable rates on consolidation loans. Opponents claim the CRS findings are evidence that variable rates will increase costs for borrowers. 
What they don’t mention is that they’re talking about a different set of borrowers. Our bill doesn't affect anyone who currently has 
consolidation loans - and those are the people the CRS analysis examines in a hypothetical analysis. 

No one can accurately predict what future interest rates will be. What we can do is examine past history. And new information 
from CRS does just that. 

In a new report just released, CRS found borrowers in 14 of the last 18 years would have fared better under a variable rate than 
under the fixed rate structure currently in place. Specifically, since 1986 - the first year of the consolidation loan program - borrowers most 
often would have paid less interest if their student loans had been under the variable rate structure we are proposing. 

We also know that students today are paying the lowest interest rates in history - about 2.82%. They’re able to pay this low rate 
because rates are variable. In 2006, under current law, interest rates will be fixed at 6.8% — a rate more than double the amount students are 
paying now. Opponents of our legislation support keeping this fixed-rate intact despite the fact that costs will double for borrowers if interest 
rates stay relatively low. The 6.8% rate is not a “cap,” as opponents claim; it’s a fixed rate that would be imposed on all student loan 
borrowers for the life of the loans, locking borrowers out of lower rates in the futtue. 

Providing fairness for low and middle-income students will require more than simply reforming consolidation loans and allowing 
borrowers to take advantage of variable interest rates. The bill sve’ve introduced also addresses concerns about excessive lender earnings on 
the federal student loan programs. The bill would eliminate excess subsidies certain lenders can now collect, and require lenders to retium 
billions in excess interest earnings to the federal government, freeing up resources that could be better spent expanding access for current and 
fiiture students. 

With tuition skyrocketing at colleges and universities across the nation, we owe it to students and their families to have an honest 
debate about barriers to college access, and to come together with solutions. The bill Chairman McKeon and I have offered is an attempt to 
do that. I look forward to today’s discussion, and Fm hopeful it will pave the way for bipartisan action in this committee that will make a 
difference for low and middle-income students. 

With that, I would yield to my friend Mr. Miller for any opening statement he may have. 


STATEMENT OF HON. GEORGE MILLER, RANKING MEMBER, 
COMMITTEE ON EDUCATION AND THE WORKFORCE 

Mr. Miller. Thank you, Mr. Chairman, and thank you for hold- 
ing this hearing today. Every 5 years. Congress has the oppor- 
tunity to rewrite the higher education laws to better expand access 
to college education and to make college more affordable for low- 
and middle-income students. Unfortunately, the College Access and 
Opportunity Act doesn’t even come close to living up to its name. 
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Just at a time when millions of low- and middle-income students 
and their families are struggling to cover college costs, this bill ac- 
tually forces students to pay thousands of dollars more for their 
college loans, caps the maximum Pell Grant, and fails to provide 
meaningful relief from rising tuition prices. 

While higher education has long served as the best opportunity 
for a better life for millions, students and their families across the 
country are now wondering whether they will be able to pay for a 
high-quality college education. As student tuition continues to soar, 
too many students are taking on huge loan debt and working long 
hours that hurt their academic studies and overall college experi- 
ence or forgoing college altogether. 

Broad access to an affordable college education is not simply a 
matter of individual enrichment and advancement, but an integral 
component of this nation’s overall economic health. Closing the gap 
in college preparation rates between low- and high-income young 
adults would create $250 billion in new economic growth and $85 
billion in additional tax revenue to our nation. 

Despite the need to expand access to an affordable education, col- 
lege is fast becoming a pipe dream for too many students. States 
are cutting support for higher education and pushing higher tuition 
and fees on to students and their families. 

In addition to budget cuts and rising prices, millions of students 
are taking on high debt levels that discourage college attendance 
and encourage default — which costs taxpayers billions of dollars. 

Over the past 10 years, student loan debt has nearly doubled to 
$17,000 and about one-fifth of full-time working students spend 35 
or more hours per week on the job just to cover college costs. At 
the same time, student aid is falling further and further behind the 
cost of a college education. In fact, last year the maximum Pell 
Grant was worth $500 less in real terms than the maximum grant 
in 1976 and 1976. 

It is imperative that we return to the original premise of the 
Higher Education Act of 1965, that no college- qualified student 
should be denied a college education because he or she lacks the 
financial resources. 

Unfortunately, while the bill before us today includes some good 
provisions, such as reducing the student origination fees, reducing 
some of the excessive subsidies to banks, overall it makes college 
more expensive and reduces college opportunities. The Access and 
Opportunity Act pushes higher prices onto students just at the 
time when students need the help the most, as tuition continues 
to rise and debt soars. 

Despite the fact that an estimated 40 percent of all borrowers 
graduate with unmanageable debt levels, the Republican bill denies 
students the ability to choose to lock in low interest rates for their 
student loan consolidation. Consolidating at a low-fixed rate has 
made student loans that have helped millions of low- and middle- 
income students manage their debts and make ends meet, both 
while they are in school and out of school. 

According to an analysis by the Congressional Research Service 
(CRS), eliminating this benefit will force the typical borrower to 
pay $5,500 more for his or her student loans. And I do not think 
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you can regard the life cycle of the cost of borrowing to these stu- 
dents while they are in and out of school. 

The Republican bill also caps the current authorized maximum 
Pell Grant at $5,800 through 2011, despite the fact that last year’s 
maximum Pell Grant award was, as I said, $500 less than 1976 
and 1977. 

The bill raises the interest cap on student loans, a cap which my 
colleagues agreed to just a few years ago. And, as a result, millions 
of students will be forced to pay hundreds of dollars more in their 
college loans. 

It completely eliminates a key provision to protect students and 
taxpayers against fraud and abuse in the student aid program 
without providing additional safeguards. We all strongly support 
the career colleges in the private sector in the higher education 
system but for-profit institutions should have some of their own 
money on the table to protect the consumers, the students, and the 
taxpayers. 

In addition, the bill allows limited Federal funds, which have 
been reserved solely for nonprofit institutions to be made available 
to for-profit entities, without increasing the funds to this program. 
As a result, funding long reserved for community colleges, Hispanic 
Serving Institutions and Minority Serving Institutions will be cut. 

Despite double digit increases, the bill also fails to adequately 
address the tuition process. 

While I support the provisions to eliminate the lender floor rate 
of return on student loans to reduce excess bank subsidies, I be- 
lieve that this is only one piece of a puzzle to return the programs 
to their original intent, which is to boost college opportunities for 
students. 

At a time of rising college costs, high unemployment and little 
job growth, we should not be forcing students and their families to 
pay more for college education. We should not and we cannot afford 
to take this path. And I urge my colleagues to reject this bill as 
it is presently drafted. 

I would hope that we would be able to make sure that all parties 
to the student loan community, if you will, that all of these issues 
are put on the table so that we can apportion out the cost and the 
savings of this program to all parties who participated. And I look 
forward to this hearing. 

Chairman BoEHNER. As you can see, we are all on the same page 
now. 

Before I introduce our distinguished panel of witnesses, let me 
welcome back to the Committee the distinguished former Chair- 
man, retired Chairman of this Committee, the Honorable Bill 
Goodling. Bill, welcome back. 

[Applause.] 

Chairman BoEHNER. It is my pleasure to introduce our witnesses 
today. Our first witness will be Mr. Jim Boyle. Mr. Boyle currently 
serves as the president of College Parents of America, a nationwide 
organization dedicated to advocating on behalf of, and serving as 
a resource for, the country’s current and future college parents. Mr. 
Boyle has nearly 25 years of experience in politics, trade associa- 
tions, media business, and the financial services industry. College 
Parents of America is a not-for-profit membership organization 
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serving current and future college parents through a mix of advo- 
cacy, information resources, and access to discounts on products 
and services. 

We will then hear from Dr. Dallas Martin. Dr. Martin currently 
serves as the president of the National Association of Student Fi- 
nancial Aid Administrators, an organization composed of 3,100 in- 
stitutions and 9,300 financial aid professionals. And prior to his 
current role. Dr. Martin served as director of program planning 
and administration for the Division of Student Assistant Programs 
with the American College Testing program, as well as serving a 
number of years as a college and university administrator and edu- 
cator. 

We will then hear from Ms. Rebecca Wasserman. Ms. 
Wasserman currently serves as president of the United States Stu- 
dent Association, an organization founded in 1947, which rep- 
resents students on Capitol Hill with the White House and the De- 
partment of Education. She is a recent graduate of the University 
of Wisconsin at Madison, where she studied political science and 
social welfare. 

Then we will hear from Dr. Charles Reed. Dr. Reed currently 
serves as the chancellor of the California State University System, 
the country’s largest senior system of public higher education. He 
provides leadership to 44,000 faculty and staff and 409,000 stu- 
dents on 23 campuses and seven off-campus centers. Prior to his 
current position. Dr. Reed served as the chancellor of the state uni- 
versity system of Florida. 

We will then hear from Mr. Michael Grayer. Mr. Grayer recently 
earned his accountant assistant diploma from Virginia College in 
Jackson, Mississippi, overcoming numerous obstacles along the 
way. After graduating from high school in 2000, Mr. Grayer at- 
tended a local community college for a semester but was forced to 
withdraw due to inadequate transportation and limited financial 
resources. With assistance from the Federal Student Loan Pro- 
grams, Mr. Grayer enrolled in Virginia College and earned his di- 
ploma in December of 2002. Currently he serves as an auditor and 
regional manager for the Security Life Insurance Company. He also 
successfully owns and operates Maxell Communications. He is the 
chief executive officer of three Subway stores and is the president 
and founder of Trinity Financial Solutions, a tax preparation and 
accounting firm. 

I want to thank all of you for your willingness to come today, and 
we look forward to your testimony. 

Mr. Boyle, you may begin. 

STATEMENT OF JAMES A. BOYLE, PRESIDENT, COLLEGE 
PARENTS OF AMERICA 

Mr. Boyle. Good morning, Mr. Chairman, Mr. Miller, and other 
members of the Committee. My name is Jim Boyle, and since July 
2003, I have been president of College Parents of America, a na- 
tional association with two categories of membership: individuals, 
both current and future college parents, and institutions, which 
generally consists of schools that we believe we can supplement 
their parent relations activities. 
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A little over 2 years ago, when I first heard of the existence of 
the association that I am now privileged to lead, it struck me that 
when it came to the dehate over the reauthorization of the Higher 
Education Act, one group which deserved a seat at the policy table 
had heen ignored, namely, parents. So that is one of the many rea- 
sons why I am pleased to be invited to testify before you today, not 
only on behalf of our members but of all current and future college 
parents. Thank you for the opportunity. 

Following is a summary of the views of College Parents of Amer- 
ica on your proposed legislation: 

We strongly agree with your overall goal of making college acces- 
sible and affordable for all Americans, consistent with the prin- 
ciples of the Higher Education Act since its passage nearly 40 
years ago. While the attainment of a college education is much 
more widespread today than it was in 1965, we have reached a pre- 
carious place when it comes to Americans and their perceptions of 
whether college really is possible for all. 

Across the continuum of the socioeconomic spectrum, from the 
most needy to the most wealthy of Americans, a dangerous notion 
is developing, a mis-perception that college is becoming out of reach 
for all but the most affluent. From my personal experience, growing 
up in a working class suburb of Detroit, I understand how such a 
misperception can develop. I was a first generation college student 
in the late 1970’s, as was nearly everyone in my neighborhood who 
chose to continue their post-secondary education, not a very high 
percentage to begin with. While most of my peers lived at home 
and attended Wayne State University or Lawrence Tech or Oak- 
land Community College, I was fortunate to have a college guid- 
ance counselor to helped me to see beyond the confines of the De- 
troit area, and who enabled me and my parents to realize that fi- 
nancial aide made every school in America within reach. 

Through a combination of Pell Grants, institutional aid, a Na- 
tional Merit Scholarship, earnings from work study and other jobs 
and student loans, I was able to attend and graduate from North- 
western University in 4 years, an experience that was fulfilling and 
life-changing. 

Young people growing up in Detroit, or anywhere else today, 
should still know that thanks to Federal, state, and institution- 
based aid, low- and middle-income students can afford college. 

There are many provisions in your bill that help families to un- 
derstand college is possible and which give them specific tools to 
pursue their higher education goals. Your proposal to make the 
Pell Grant available year-round is an important step in the right 
direction, as is your gradual elimination of the origination fee for 
student loans. 

In 1981, I was a recent college graduate working as a staffer for 
a California Member of Congress when that fee was put in place 
as a temporary deficit reduction measure. Twenty-three years later, 
the “O” fee is still in place, and it is time to phase it out. 

Your modest proposal of raising loan limits for first and second 
year students is also a step in the right direction, especially consid- 
ering just how many years it has been since those limits were in- 
creased. I recommend, however, that you look at the possibility of 
creating greater borrower flexibility within the context of the over- 
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all loan limit rather than set year by year maximums. This flexible 
borrower account approach would allow for better financing options 
if family circumstances change while a student is in college and he 
or she is forced to turn to additional personal borrowing to meet 
school costs. 

There are a few other provisions of the proposed bill that I would 
like to touch on before hearing the other witnesses and taking your 
questions. 

First is your proposed new variable rate structure for consolida- 
tion loans in order to make those loans consistent with the struc- 
ture for Stafford loans that you propose. I suppose it would be easy 
for me to stay out of this crossfire on this issue, as parents gen- 
erally are not involved with their son’s or daughter’s financing deci- 
sions in the post-college years, or at least not as much as they are 
involved during college. But you have been right, Mr. Chairman, as 
have your colleague from the other side of the aisle, Mr. Andrews, 
to make the point that the future cost of the Consolidation Loan 
Program has the potential to be an enormous financial drain, 
thereby inevitably putting downward pressure, or at least a lid, on 
funds available to students currently attending or planning to at- 
tend college. 

I would like to touch on the issue of transparency for college 
costs. I believe that families do want and need more and better in- 
formation about the rate of tuition increases in general, the dif- 
ference between sticker price and net price, as well as statistics on 
those specific schools that are successful, or not, at keeping prices 
low. 

While the college cost issue reaches across all 50 states, families 
should know that many, but not all, states have trimmed a portion 
of their own budgets allotted to higher education. 

On a host of budget issues, state legislators are often quick to 
point a finger at Washington and say, “It is the fault of Congress,” 
when less than expected funding is made available for this initia- 
tive or that. But when it comes to support for higher education, you 
have every right to point out that state support has been falling 
as a percentage of university budgets for 20 years, in good eco- 
nomic times and in bad. To be fair, in recent years the actual dol- 
lars of state support for higher education have increased but so 
have enrollments. 

Speaking of enrollment, it is essential to note the oncoming col- 
lege attendance surge, a result of the baby boom echo. When my 
sixth-grader, Griffin, who is seated here behind me with my wife, 
Kelly, and younger son. Tucker, graduates, I hope, from high school 
in 2010, he will be part of the second largest graduating class in 
U.S. history, slightly smaller than the class of 2009, and both larg- 
er than any in the Baby Boom years. 

This coming rise in the college-age population raises the stakes 
for this year’s reauthorization. Assuming you can move a bill 
through this year, with accompanying action by the Senate, it is 
likely under this best-case-scenario, that the legislation will not be 
in force until at the earliest 2005 to 2006, which means that the 
policies you are looking to put in place today will hardly affect par- 
ents of today’s college students but will instead greatly affect par- 
ents of today’s sixth through eleventh graders. 
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The actions you take — or not — this year will impact American 
families for the next five to 6 years. And in each of those upcoming 
years, more families will be affected because the college-age popu- 
lation is projected to grow through at least 2012. 

Part of the transparency debate will focus on how best to get in- 
formation into the hands of parents. It seems that whenever there 
is talk about this issue, the proposed solution centers on four 
words: “COOL Web site needed.” The reasoning seems to be that 
a new and improved Department of Education Web site will be the 
answer when it comes to providing the college preparatory informa- 
tion they crave. To those four words, I will respond with four of my 
own: “Remember the digital divide.” It may have narrowed a bit 
since the last 1990’s but it has not gone away. Survey after survey 
reveals that those who are most likely to need information about 
financial aid options are the least likely to have it. A COOL Web 
site will not address this issue. 

I strongly suggest that you mandate the U.S. Department of 
Education to implement a national advertising campaign, prin- 
cipally utilizing the wide reach mediums of television and radio, to 
accomplish two goals: provide context on the costs and benefits of 
college; and to let people know about the widespread availability of 
financial aid. 

Many of you may have your own COOL Web sites to serve your 
constituents or to promote your re-elections this fall. I am certain 
that such sites are only a small part of your communications strat- 
egy, not the be all and end all for dissemination of key messages. 
When it comes to key messages on access and affordability of col- 
lege, a COOL Web site should be seen as a means, not as an end. 

That is the end of my prepared statement, and I thank you for 
including me on behalf of College Parents of America in today’s 
hearing. 

Thank you. 

[The prepared statement of Mr. Boyle follows:] 
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Statement of Jim Boyle, President, College Parents of Ameriea, 
Washington, DC 


Good morning, Mr. Chairman, Mr, Miller and other members of the committee. 

My name is Jim Boyle, and since July 2003, 1 have been president of College Parents of America, a national association with two 
categones of membership - individuals (bodi current and future college parents) and institutions (generally “parent-friendly” schools 
which have found that we can supplement their parent relations activities.) 

A little over two years ago, when I first heard of the existence of the association th^ I am now privileged to lead, an image of a 
hearing just like today’s popped into my head. It struck me that when it came to the debate over die reauthorization of the Higher 
Education Act, one group which deserved a seat at the policy table had been ignored — namely parents. 

Thai’s one of the many reasons why I am especially pleased to be invited to testify before you today. On behalf not only of our 
members, but of all current and future college parents, I thank you for this opportunity. 

Of course, it’s one thing to just till a seat at the policy table, while quite another to justify our continuing place in the policy 

debate. 

I am convinced, Mr. Chairman, that College Parents of America has earned a place at this table. I will leave it to you and other 
members of the committee to judge our contribution to today’s discussion, our short-term affect on the shaping of the College Access and 
Opportunity Act of 2004 and our long-term involvement in the development of higher education policies. 

Following is a summary of the views of College Parents of America as it pertains to your proposed legislation. 

We strongly agree with your overall goal of making college accessible and affordable for all Americans, consistent with the 
principles of the Higher Education Act .since its passage nearly forty years ago. 

While the attainment of a college education is much more widespread today than it was in 1 965, we believe that we have reached 
a precarious place when it comes to Americans and their perceptions of whether college really ts possible for all. 

Across the continuum of the socioeconomic spectrum ~ from the most needy to the most wealthy of Americans - a dangerous 
notion is developing, a misperception that college is becoming out of reach for ail but the most affluent. 

From my personal experience, growing up in a working-class suburb of Detroit, I understand how such a mi^erception can 

develop. 

I was a first-generation college student in the late 1970s, as was nearly everyone in my neighborhood who chose to continue their 
post-secondary education, not a very high percentage to begin with. 

While most of my peers lived at home and attended Wayne State University, Lawrence Tech or Oakland Community College, I 
was fortunate to have a college guidance counselor who helped me to see beyond the confines of the Detroit area, and who enabled me 
and my parents to realize that financial aid made every school in America within reach. 

Through a combination of Pel! grants, institutional aid, a National Merit Scholarship, earning from work-study and other jobs, 
and student loans, i was able to attend and graduate from Northwestern University in four years, an experience that was fulfilling and life- 
changing. 

Young people growing up in Detroit, or anywhere else, today, should still know that thanks to federal, state and institution-based 
aid, low- and middle-income students can afford college. 

There are many provisions in your bill that help families to underatand college is possible, and which give them specific tools to 
pursue their higher education goals. 

Your proposal to make the Pell Grant available year-round is an unponant step in the right direction, as is your gradual 
elimination of the origination fee for student loans. 

In 1981, 1 was a recent college graduate working as a staffer for a California member of Congress when that fee was put in place 
as a “temporary” deficit-reduction measure. Twenty-three years later, the “o” fee is still in place, and it is time to phase it out. 

Your modest, proposed raising of loan limits for first- and second-year students is also a step in die right direction, especially 
considering just how many years it has been since those limits were increased. I recommend, however, that you look at the possibility of 
creating greater borrower flexibility within the context of the overall loan limit, rather than set year-by-year maximums. This “flexible 
borrower account” approach would allow for better financing options if family circumstances change while a student is in college, and he 
or she is forced to turn to additional personal borrowing to meet school costs. 

There are a few other provisions of the proposed bill that I would like to touch on before hearing the other witnesses and taking 
your questions. 

First is your proposed new variable-rate structure for consolidation loans, in order to make these loans consistent with the 
structure for Stafford loans. I suppose it would be easy for me to stay out of the crossfire on this issue, as parents generally arc not 
involved with their son or daughter’s financing decisions in the post-coliege years, or at least not as much as they are involved during 
college. 

But you have been right Mr. Chairman, as ha.s your colleague from the other side of the aisle, Mr. Andrews, to make the point 
that the future cost of the consolidation ban program has the potential to be an enormous financial drain, thereby inevitably putting 
downward pressure or at least a lid on funds available to students currently attending or plaming to attend college. 

Next, i’d like to touch on the issue of transparency for college costs, i believe that families do want and need more and better 
information about the rate of tuition increases in general, as well as statistics on those specific schools that are successful - or not - at 
keeping prices low. 

While the college cost issue reaches across all 50 states, families should know that many - but not ail - states have trimmed the 
portion of their own budgets allotted to higher education. 

On a host of budget issues, state legislators are often quick to point a figure at Washington and say “it’s the fault of Congress” 
when less-than-expected funding is made available for this initiative or that. But when it comes to support for higher education, you have 
every right to point out that state support has been faiiii^ as a percentage of university budgets for 20 years, in good economic times and 
in bad. 

To be fair, in recent years the actual dollars of state support for higher education have increased, but not at the same rate as 
enrollments. 

And speaking of enrollment, it ts essential to note the oncoming college attendance surge, a result of the baby-boom echo. When 
my sixth-grader Griffin graduates from high school is 20 i 0, he will be part of the second largest graduating class in U.S. history, slightly 
smaller than the class of 2009, and both larger than any in the baby-boom years. 

This coming rise in the college-age population raises the slakes for this year’s reauthorization. Assuming you can move a bill 
through this year, with accompanying action by the Senate, it is likely, under this best-case scenario, that the legislation will not be in 
force until, at the earliest, AY 2005-2006. 

Which means that the policies you are looking to put in place today will hardly affect parents of today’s college students, but will 
instead greatly affect parents of today’s 6'^‘ through ! l‘'’-graders. 

The actions you take — or not — this year will impact American families for the next five to six years. And in each of those 
upcoming years, more families will be affected, because the college-age population is projected to grow through at least 2012. 

Part of the transparency debate, I am certain, will focus on how best to get information into the hands of parents. It seems that 
whenever there is talk about this issue, the proposed solution centers on four words: “coo! Web site needed.” The reasoning seems to be 
that a new and improved Department of Education Web site will be “the answer” when it comes to providing families the college 
preparatory information they crave. 

To those four words. I’ll respond with four of my own: “remember the digital divide.” it may have narrowed a bit since the late 
1990s, but it has not gone away. Survey after survey reveals that those who are most likely to need information about financial aid 
options are the least likely to have it. A “cool Web site” will not address this issue. 
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I strongly suggest that you mandate the U.S. Dqjartment of Education to inclement a national advertising campaign, principally 
utilizing the wide-reach mediums of television and radio, to accon 5 )lish two goals: 1) to provide context on the costs - and benefits - of 
higher education; and 2) to let people know about the widespread availability of financial aid. 

Many of you may have your own “cool Web site” to serve your constituents and/or to promote your re-election this fall. I am 
certain that such sites are only a small part of your communications strategy, not the be-al! and end-all for dissemination of your key 
messages, When it comes to key messages on access and affordability of college, a “cool Web site” should be seen as a means, not as the 
end. 

That is, however, “the end” of my prepared statement. Thank you for including me, representing College Parents of America, in 
today's hearing. I look forward to listening to the other witnesses, and to taking your questions. 


Chairman BOEHNER. Thank you. 

Dr. Martin. 

STATEMENT OF A. DALLAS MARTIN, JR., PRESIDENT, NA- 
TIONAL ASSOCIATION OF STUDENT FINANCIAL AID ADMIN- 
ISTRATORS 

Dr. Martin. Thank you, Mr. Chairman, Mr. Miller, and members 
of the Committee on Education and the Workforce. I am Dallas 
Martin, and I am president of the National Association of Student 
Financial Aid Administrators. And I am pleased today to have the 
opportunity to comment upon the positive changes that H.R. 4283 
makes to the Title IV student aid programs. 

We recognize the Committee’s charge to develop a revenue neu- 
tral bill and appreciate the difficult choices that had to be made to 
focus limited resources on current and future college students rath- 
er than individuals who have completed their post-secondary edu- 
cation. In an ideal world we would like to address the needs of all 
individuals. But with limited available funding, our highest priority 
as an association is to ensure access for current and low-income 
and middle-income students. 

We are pleased to see that H.R. 4283 includes a number of the 
student aid proposals that we and others in the higher education 
community advanced. We are particularly pleased that the bill re- 
duces the loan origination fees for students in both the FEEL and 
Direct Loan Programs, that it provides an interest only 2 year re- 
payment plan option for borrowers who may have difficulty in 
meeting their repayment obligations. And it also continues the au- 
thorization for all of the time-proven Title IV student aid programs. 

We are also delighted that the bill eliminates both the 30 day 
delay disbursement requirement and the multiple disbursements 
requirement for schools with default rates of 10 percent or less. 
And we are also pleased that the bill clarifies the student aid rules 
on drug-related offenses and expands the use of program funds to 
promote financial and economic literacy. 

In addition, let me comment on several specific proposals. 
NASFAA supports the change proposed in the legislation to estab- 
lish a market-based, variable interest rate for FEEL direct and con- 
solidated student loans. 

In the recommendations that we sent you last year, we proposed 
that all Stafford loans, including consolidation loans, would con- 
tinue to have a variable interest rate capped at 6.8 percent. While 
H.R. 4283 retains the current 8.25 cap as opposed to the 6.8 which 
we proposed, we still believe that the change to a variable rate for 
all future borrowers establishes a system that will treat all bor- 
rowers more equitably. If the variable interest rate was currently 
in effect, all borrowers would have the advantage of participating 
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in the current low student loan interest rate environment. Simi- 
larly, in the future when interest rates rise, as they inevitably will, 
all borrowers again will be equally affected but will never have to 
pay a rate that is greater than 8.25. I would suggest that compared 
to other credit instruments that this change will help to ensure 
that the Federal Stafford Loan Programs provide students and par- 
ents with the best financing option. 

NASFAA is also pleased to see that H.R. 4283 increases the an- 
nual subsidized loan limits for first and second year undergraduate 
students in both the FFEL and Direct Loan Programs. And I as- 
sume that your budgetary limitations prevented the Committee 
from considering the proposals that we advanced to make adjust- 
ments to upperclassmen and graduate and professional students as 
well. 

While the proposed modest increases are certainly welcome, we 
would hope that the Committee as it continues work on this bill 
would give careful consideration to making the annual and aggre- 
gate loan limit changes that we support, which have been put forth 
in H.R. 4102 introduced by Congressman Rob Andrews. We also 
would strongly encourage the Committee to give serious attention 
to the new consolidation rate structure that is included in 
H.R. 4102, which would provide a variable subsidy to borrowers 
based upon the relationship between the borrower’s total monthly 
loan payments and their total income. This change would clearly 
help lower income borrowers who have high student debt. 

We would also ask that the Committee give consideration to in- 
cluding H.R. 4283 two other of NASFAA’s earlier recommenda- 
tions. One, which would allow individual institutions, if it so de- 
sires, to implement lower loan limits on a school-wide class level 
or academic program basis and a second recommendation which 
would eliminate the provision mandated that the school also loses 
eligibility to participate in the Pell Grant program if the school 
loses eligibility to participate in FFEL or Direct Loan Programs 
due to high defaults. 

We also note that H.R. 4283 includes a proposal to modify the 
allocation of funds formula that is used to distribute Federal funds 
to institutions under the campus-based programs. This proposal is 
a modified version of a recommendation that NASFAA had ad- 
vanced last year. The campus-based allocation formulas have been 
at the center of policy discussions over the past 25 years and peo- 
ple’s views on whether the current formula should be modified de- 
pend in large part on when an institution began participating in 
one of the campus-based programs and in which state that institu- 
tion is located. 

Earlier modifications to the formula established a base guarantee 
to provide protection to participating institutions who had been in 
the program for a considerable period of time and who had made 
significant institutional investments to properly administer the 
programs. But the formula also established a fair share concept 
that would ensure that funds remaining after meeting base guar- 
antees would be distributed to institutions based upon the amount 
of that institution’s students’ needs in relationship to the needs of 
students at all other participating institutions. 
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Unfortunately, the rather static funding of these programs over 
the past decade has prevented newer institutions which should 
have benefited from the fair share formula from keeping pace with 
institutions who student bodies have similar economic enrollment 
profiles. The provisions in H.R. 4283 would gradually reduce the 
base guarantee protection currently granted to certain institutions, 
thus freeing up additional dollars to distributed according to the 
fair share formula to all eligible institutions. While this change will 
shift dollars from some institutions to others over time, the provi- 
sions in H.R. 4283 provide institutions with adequate lead time to 
prepare for these changes. 

We recognize that institutions across the country have different 
and strongly held views on whether the current formula should be 
modified. But the approach contained in this bill will help to en- 
sure that the monies allocated under the three campus-based pro- 
grams will be equitably distributed to the neediest students in all 
participating institutions across the country. 

In conclusion, let me say while we have attempted to focus our 
analysis upon the Title IV student aid provisions contained in 
H.R. 4283, and we will continue to analyze the bill and provide you 
with additional comments, I should also note that there are many 
other significant changes included in the bill that have a dramatic 
impact upon institutions of higher education. While I don’t have 
time or feel qualified to comment upon many of those proposals, I 
would strongly encourage the members of this Committee to care- 
fully consider and analyze the thoughtful comments and suggests 
that others in the higher education community will undoubtedly 
make. 

I look forward to working with the Committee and would be 
happy to respond to your questions when appropriate. 

[The prepared statement of Dr. Martin follows:] 
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Statement of Dr. Dallas Martin, President, National Association of Student 
Financial Aid Administrators 


Mr. Chairman and members of tte Committee on Education and tlie Workforce, I thank you for the opportunity to testify today on HR 
4283, the College Access and Opportunity Act of 2004. 1 am Dallas Martin and I am the President of the National Association of Student 
Financial Aid Administrators (NASFAA). Formed nearly forty years ago, NASFAA represents student financial aid administrators at 
nearly 3,100 postsecondary institutions across the nalion. 

Our association illustrates the diversity of chit higher education enterprise with members from private and public institutions, community 
colleges, four-year schools, proprietary schools, and graduatc/profcssiona! institutions. At these schools, NASFAA represents 
approximately 9,300 financial aid professionals whose passion is ensuring that talented Americans have the opportunity to attend a 
postsecondary institution by providing counsel!!^ and financial resources. 

On December 19, 2002, NASFAA submitted to this Committee its recommendations for reauthorization of the Higher Education Act of 
1965, as amended The comprehensive set of over 100 individual recommendations was designed to ensure and extend educational 
oppOTtunities for our nation’s citizens, to target and re-target scarce taxpayer funds in an era of budget deficits to current and future 
students, to de-regulate and simplify the financial aid system, to encourage innovation, and to assist borrowers by providing both 
enhanced and equal benefits. While we were certainly sensitive to the budgetary climate as we developed oui recommendations, our 
primary focus was on putting forth consrructive legislative proposals that would ensure that needy students would have access to adequate 
financial resources to enable them to pursue poslsecondary educatioa 

As president of NASFAA, I am therefore pleased today to have the opportunity to comment upon the positive changes that HR 4283 
makes to the Title IV student aid programs. We recognize the Committee’s charge to develop a revenue-neutral bill and appreciate the 
difficult choices that had to be made to focus limited resources on current and future needy college students rather than individuals who 
have completed their postsecondary educational experience. In an ideal world, we would like to address the needs of all individuals but 
with limited available funding, our highest priority is to ensure access and opportunity for current and incoming low- and middle-income 
students. 

We arc pleased to see that HR 4283 includes a number of the student aid proposals that we and others in the higher education community 
advanced. We are panicularly pleased that the bill reduces the loan origination fees for students in both the FFEL and Direct Loan 
programs, provides an interest-only two-year repayment plan option for borrowers who may have difficulty in meeting their repayment 
obligations, and continues the authorization for all of the time-proven Title IV student aid programs. We are delighted that the bill 
eliminates both the 30-day delayed disbursement requirement and the multiple disbursement requirement for schools with default rates of 
10% or less. We also are pleased that the bill clarifies the student aid rules on drug-related offenses and expands the use of program funds 
to promote financial and economic literacy. 

In addition, let me conunent on several specific proposals. 

NASFAA suppons the change proposed in the legislation to establish a market-based variable interest rate for FFEL, Direct, and 
consolidated student loans. In the recommendations we sent you last year, we proposed that all Stafford Loans — including consolidation 
loans — would continue to have a variable interest rate capped at 6 . 8 %. While HR 4283 retains the current 8.25% cap as opposed to the 
6 , 8 % which we proposed, we stiD believe that the change to a variable rate for all future borrowers establishes a system that will treat all 
borrowers more equitably. If the variable interest rate was currently in effect, all bonowers would have the advantage of participating in 
the cunent low student loan interest rate environment Similarly, in the future when interest rates rise — as they inevitably will — all 
borrowers again will be equally affected but will never have to pay a rate that is greater than 8.25%. Compared to other credit instmments, 
this change will help to ensure that the Federal Stafford Loan programs provide students with their best financing option. 

NASFAA is also pleased to see diat HR 4283 increases the annual subsidized loan limits for first and second year students in both the 
FFEL and Direct Loan programs and assumes that budgetary limitations prevented the Committee from considering the proposal we 
advanced to make adjustments for upperclassmen and graduate/professional students. 

While the proposed modest increases are certainly welcome, we hope riiat the Committee — as it continues to work on this bill — would 
give careful consideration to making the annual and aggregate loan limit changes that we support which have been put forth in HR 4102, 
introduced by Rep. Rob Andrews. We ako would strongly encoirage the Committee to give serious attention to the new consolidation 
rate structure that is included in HR 4 1 02 which would provide a variable subsidy to borrowers based upon the relationship between the 
boiTowers’ total monthly loan payments and their total income. This change would clearly help lower income borrowers who have higher 
student debt. 

We would also ask that the Committee give consideration to including in HR 4283 two other of N ASFAA’s earlier recommendations: one 
which would allow an individual institution — if it so desires — to implement lower loan limits on a school- wide, class level, or academic 
program basis and a second recommendation which would eliminate the provision mandating that a school also loses eligibility to 
participate in the Pell Grant Program if the school loses eligibility to participate in the FFEL or Direct Loan program due to high default 
rates- 

We also note that HR 4283 includes a proposal to modify the allocation of funds formula that is used to distribute federal funds to 
institutions under the campus-based programs. This proposal is a modified version of a recommendation that NASFAA advanced last 
year. 

The campus-based alloc^ion formula has beat at the center of policy discussions over the past 25 years. People’s views on whether the 
current femnuia should be modified depend in large part on when an institution began participating in one of the campus-based programs 
and m which state the institution is located. Earlier modifications to the formula established a base guarantee to provide protection to 
participating institutions who had been in the program.s for a considerable period of time and who had made significant imstitutional 
investments to properly administer the programs. The formula also established a fair share concept that would ensure that fiinds remaining 
after meeting base guarantees would be distributed to institutions based upon the amount of that institution’s students’ needs in 
relationship to the needs of students at all other participating institutions. 

Unfortunately, the rather static fiinding of these programs over the past decade has prevented newer institutions which should have 
benefited from the fair share formula from keeping pace with institutions whose student bodies have similar economic enrollment 
profiles. 

The provisions in HR 4283 would gradually reduce the base guarantee protection currently granted to certain institutions, thus freeing 15 ) 
additional dollars to be distributed — according to the fair share formula — to all eligible institutions. While this change will shift dollars 
from some institutions to others over lime, the provision.? in HR 4283 provide institutions with adequate lead time to prepare for these 
changes. While we recognize that institutions across the country have different — and strongly-held — views on whether the current 
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formula should be modified, the approach contained in this bill will help ensure tiiat the monies allocated under the three can^us-based 
programs will be equitably distributed to the neediest students at all particiiMting institutions across the nation. 

In conclusion, we have attempted to focus our analysis to date speciflcally upon the Title IV student aid provisions contained in HR 4283. 
As we continue to analyze the bill, undoubtedly we will have additional comments to submit to the Committee. 1 ask for your permission 
to submit these comments for the hearing record. I should also note that there are many other significant changes included in this bill that 
will have a dramatic impact upon institutions of higher education. While I do not feel qualified or have the time today to comment on 
many of these proposals, I would strongly encourage the members of this Committee to carefully consider and analyze the thoughtful 
comments and suggestions that others in the higher education community will undoubtedly make. I look forward to working with the 
Committee to make additional enhancements to the bill as it moves forward and wjuld be pleased to respond to any questions you may 
have. 


Chairman BOEHNER. Thank you, Dr. Martin. 

Ms. Wasserman. 

STATEMENT OF REBECCA J. WASSERMAN, PRESIDENT, 
UNITED STATES STUDENT ASSOCIATION 

Ms. Wasserman. Thank you. Mr. Chairman, Ranking Member, 
and members of the Committee, and to all the students that were 
able to be here and apparently went through a lot to get here, I 
thank you for this opportunity to discuss H.R. 4283, the College 
Opportunity and Access Act. 

I am here today representing the United States Student Associa- 
tion and the over 1 million students that we represent. USSA is 
the nation’s oldest and largest national student association, rep- 
resenting students in D.C. since 1947. 

My testimony on behalf of USSA addresses several key provi- 
sions in H.R. 4283 that will directly impact millions of low- and 
middle-income college students. While we believe that some provi- 
sions in this bill will help students, overall we oppose the College 
Opportunity and Access Act, as it will force millions of low- and 
middle-income students to pay more for college, deny free speech 
rights to students across the country, and re-open the doors to 
fraud and abuse in our student aid programs. 

In short, this bill does not create the access or opportunities the 
title claims and in fact may block students from the doors of higher 
education. Most importantly, it represents a missed opportunity for 
this Congress to prioritize higher education and address the grow- 
ing crisis as colleges and universities become less and less afford- 
able. 

We do applaud Chairmen Boehner and McKeon for retaining the 
current cumulative loan limits for undergraduate students. Far too 
many students are taking on huge loan debt to finance their college 
education. And while this provision allows students to borrow sev- 
eral thousand dollars more for college, it does not raise the limits 
in a careless manner. The typical undergraduate student graduates 
with nearly $19,000 in college loan debt, double that of the typical 
graduate in 1997. 

In addition to soaring individual debt, there has been a seismic 
shift in the dependence on student loans as the primary finance 
mechanism to pay for college. Thirty years ago, student loans ac- 
counted for about 30 percent of all Federal student aid, while 
grants accounted for 70 percent. Today these figures are almost re- 
versed. Student loans account for nearly 70 percent of all Federal 
student aid, while grants account for just 22 percent. 

When students are forced to finance their higher education 
through unmanageable student debt, there is no real access. It con- 
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tinues a cycle of poverty for low-income students and limits their 
ability to give back to the economy of our country through pur- 
chasing a car, a home, or even taking a lower paying, public inter- 
est career path. 

While we are disappointed that the student loan tax, or the origi- 
nation fee, has not been fully eliminated, we do believe that reduc- 
ing this tax from 3 percent to 1 percent over the reauthorization 
period is a positive step. 

While USSA believes that maintaining the cumulative loan lim- 
its and reducing the origination fees are important steps to making 
college more affordable for millions of low- and middle-income stu- 
dents, overall the College Opportunity and Accessibility Act will ac- 
tually force millions of low- and middle-income students and their 
families to pay thousands of dollars more for their college loans 
and education. 

First, we are very disappointed that the Act fails to raise the 
maximum Pell Grant award. Last year’s maximum Pell Grant was 
worth $500 less in real terms than the maximum award nearly 30 
years ago. Despite the declining buying power of the grant, rising 
tuition prices and the growing financial need of students, 
H.R. 4283 fails to increase the maximum Pell award. To the more 
than 5 million students who depend on Pell Grants to make college 
possible this is a real step backwards toward making college a re- 
ality. 

We are also troubled that the Act eliminates the current low- 
fixed rate consolidation benefit for student borrowers. According to 
a recent Congressional Research analysis, eliminating this benefit 
will force the typical student to pay nearly $5,500 more for their 
college loan. Denying student borrowers the choice to lock in a low- 
fixed interest rate makes college more expensive, just as tuition 
levels rise, state aid is being cut and students are facing double the 
loan debt they faced just 7 years ago. As a result, H.R. 4283 will 
eliminate college opportunities and make college even more expen- 
sive. 

Consolidation is an important tool that helps low- and middle-in- 
come students manage their debt and makes college affordable. 
Congress should not deny student borrowers this benefit now when 
they need the help the most. 

While we share the concern that the cost of the Consolidation 
Loan Program has the potential to increase significantly over the 
next decade, we are shocked that the leadership of this Committee 
has decided to bend the will of the big lenders and deny low- and 
middle-income students the choice to lock in a low-fixed interest 
rate. 

The fact of the matter is that the big lenders that participate in 
the student loan program do not like the consolidation program be- 
cause they are forced to pay fees to participate and because it in- 
creases competition in the market, as most students, but not all, 
can shop around to find the best deal and service for their loans. 
Due to low interest rates in the past few years, more and more stu- 
dents have consolidated their loans, increasing the likelihood that 
these students will switch lenders. The lenders that hold the lion’s 
share of the total outstanding student loan debt would like to 
eliminate the current low-fixed rate benefit in order to do away 
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with the competitive market so that they can protect their port- 
folios and their profit margins. 

The elimination of the current low-fixed rate benefit in 
H.R. 4283 comes as lenders in the student loan program continue 
to earn huge profits. According to a recent issue of Fortune Maga- 
zine, Sallie Mae is the second most profitable company in the 
United States, with a 37 percent return on their revenues in 2003. 
To give people context, the median return for the 500 biggest com- 
panies in the U.S. was 5 percent in 2003. In addition, according to 
a U.S. News & World Report article, in 2002, Sallie Mae’s chief ex- 
ecutive, Albert Lord, pocketed nearly $34 million in salary, bonus, 
and stock option payments. 

It is important to remember that the student loan programs were 
created to provide low-cost loans to students and to increase access 
to a college education, not to set a program where lenders take 
home big profits on federally subsidized and guaranteed loans. 
Rather than forcing low- and middle-income students to pay thou- 
sands of dollars more for their college loans. Congress ought to 
completely eliminate excessive profits to lenders in the student 
loan programs and use the savings generated to make college more 
affordable for students. 

We believe that the step that H.R. 4283 takes to reduce exces- 
sive lender profits is a critically important step and hope to see it 
followed by more good work to ensure that we are spending tax- 
payer revenues on increasing college access, not increasing profit 
margins of lenders. 

It is troubling that this bill reduces excessive lender profits and 
then simultaneously raises the cap on student loan interest rates. 
According to projections from the Congressional Budget Office, this 
change will raise student loan interest rates and force student bor- 
rowers to pay hundreds of dollars more over the life of their loans. 
At a time when so many students and their families are struggling 
to pay for college, we should not be pushing higher costs on to low- 
and middle-income families. 

In addition to raising the cost of college for the typical student 
by thousands of dollars, H.R. 4283 will strip students of their free 
speech rights on college campuses with the so-called Bill of Aca- 
demic Rights. It is incredibly problematic for Congress to create 
provisions that could force our college and university administra- 
tors in doing excessive oversight of the official and unofficial activi- 
ties of students. We cannot have officials in Washington, D.C. regu- 
lating the content of our classrooms. This intrusive oversight dis- 
rupts local control and challenges the mission of educational insti- 
tutions. 

We are also concerned that H.R. 4283 will put the students and 
the student aid programs at risk by repealing a key fraud and 
abuse protection, the “90-10” rule that was enacted more than a 
decade ago. Congressional hearings in the 1990’s documented ex- 
tensive abuses in the student aid programs, primarily by for-profit 
schools, which cost taxpayers billions of dollars. Among the abuses. 
Congress found that schools set tuitions at artificially high levels; 
closed without warning leaving students with no degree and loan 
debts; disbursed funds to ineligible students, and provided inad- 
equate instruction. 
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In response to the rampant fraud and abuse, Congress enacted 
a set of safeguards, including the “90-10,” formerly “85-15” rule, 
limited correspondence and telecommunications courses and pro- 
hibited bonuses and incentive payments to school employees and 
recruiters to stop the scams. These safeguards have been essential 
to curbing fraud and abuse in student aid programs. A full repeal 
of this safeguard could once again put students and the student aid 
programs at risk. 

Last, we support your movement toward the repeal of the drug 
provision in the financial aid form, which has already denied over 
128,000 students access to Federal financial aid. However, a partial 
repeal is not enough. We must pass a full repeal to guarantee ac- 
cess to education for all students, and education is the best reha- 
bilitation. 

To close, on behalf of USSA and the students who represent, we 
urge you to support changes to the current law that will make col- 
lege more, not less, affordable to low- and middle-income students. 
USSA supports significantly raising the maximum Pell Grant, re- 
taining the student choice to lock in a low-fixed rate consolidation 
benefit, lowering interest rates on student loans, protecting student 
autonomy and retaining safeguards to protect against fraud and 
abuse in the student aid programs. 

Thank you. 

[The prepared statement of Ms. Wasserman follows:] 
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Statement of Rebecca Wasserman, President, United States Student 
Association, Washington, DC 


Mr. Chairman, Ranking Member and Members of the Committee, 

Thank you for this opportunity to discuss H.R. 4283 the College Opportunity and Access Act. I am here today representing 
the United States Student Association and the over one million students that we represent. USSA is the nation’s oldest and 
largest national student association, organizing and advocating in Washington, DC since 1 947. 

My testimony on behalf of the United States Student Association addresses several key provisions in H.R. 4283 that wBI 
directly impact millions of low and middie-income college students. White we believe that some provisions in this bill wilt help 
students, overall we oppose the College Opportunity and Access Act, as it will force millions of low and middle-income 
students to pay more for college, deny free speech rights to studente across the country, and re-open the dows to fraud and 
atxise in the student aid programs. In short, this bill does not create the access or opportjnities its title claims and in fact may 
block students from the doors of higher education. Most importantly, it represents a missed opportunity for this Congress to 
prtoritizo higher education and address the growing crisis as colleges and universities become less and less affordable. 

We do applaud Chairmen Boehner and McKeon for retaining the current cumulative loan limits for undergraduate students. 
Far too many students are taking on huge loan debt to finance their college education and while this provision allows 
students to borrow several thousand dcdlars more for college, it does not raise the limits an a careless manner. The typical 
undergraduate student graduates with nearly $19,000 in college loan debt, double that of the typical graduate in 1997. 

In addition to soaring individual debt, there has been a seismic shift in the dependence on student loans as the primary 
finance mechanism to pay for college. Thirty-years ago student loans accounted for about 30 percent of all federal student 
aid, while grants accounted for 70 percent. Today these figures are almost reversed: student loans account for nearly 70 
percent of all federal student aid, while grants account for just 22 percent. When students are forced to finance their higher 
education through unmanageable student debt, there is no real access. It continues a cycle of poverty for low-income 
students and limits their ability to give back to the eccmomy of our country through purchasing a car, a hcxne, or even taking a 
lower-paying, public interest career path. 

While we are disappointed fliat the student loan tax, or the origination fee, has not been fully eliminated, we do believe that 
reducing this tax from 3 percent to 1 percent over the reauthorization period is a positive step. 

While USSA believes that maintaining the cumulative loan limits and reducing the origination fees are important steps to 
making college more affordable for millions of low and middle-income students, overall the College Opportunity and 
Accessibility 

Act will actually force millions of low and middle-income students, and their families, to pay thousands of dollars more for their 
college loans and educatbn. 

First, we are very disappointed that the Act fails to raise the maximum Pell Grant award. Last year’s maximum Pell grant was 
worth S500 /ess, in real terms, than the maximum award nearly thirty years ago. Despite the declining buying power of the 
grant, rising tuition prices, and the growing financial need of students H.R. 4283 fails to increase the maximum Pell award. 

To the more than 5 miiiion studmts who depend on Pell grants to make college possible this is a real step backwards 
towards making college a reality. 

We are also troubled that the Act eliminates the current low-fixed rate consolidation benefit for student borrowers. According 
to a recent Congressional Research Analysis, eliminating thfe benefit will force the typical student to pay nearly $5,500 more 
for their college loans. Denying student borrowers the choice to lock in a low-fixed interest rate makes college more 
expensive, just as tuition levels rise, state aid is being cut, and students are facing double the loan debt they faced just seven 
years ago. As a result. H.R. 4283 will eliminate college opportunities and make college even more expensive. 

Consolidation is an important tool that helps low and middle-income students manage their debt and makes college 
affordable. Congress should not deny student borrowers this benefit now when they need the help the most. 

While we share the concern that the costs of the consolidation loan program have the pot«itial to increase significantly over 
the next decade, we are shocked ttiat the leadership of this committee has decided to bend to the wifi of the big lenders and 
deny low and middie-income students the choice to lock in a low-fixed interest rate. 

The fact of the matter is that the big lenders that participate in the student loan program do not like the consolidation program 
because they are forced to pay fees to participate and because it increases competition in the market-as most students (but 
not all) can shop around to find the best deal and service for ttieir loans. Due to tow interest rates in the past few years, more 
and more students have consolidated their loans, increasing the likelihood that these students will switch lenders. The 
lenders that hold the lion's share of the total outstanding student loan debt would like to eliminate the cuirent low-fixed rate 
benefit in order to do away with the competitive market so that they can protect thoir portfolios and profit margins. 

The elimination of the current low-fixed rate benefit in H.R. 4283 comes as lenders in the student loan program continue to 
earn huge profits. According to a recent issue of Fortune magazine, Sallie Mae is (he second most profitable company in the 
United States with a 37 percent return on their revenues in 2003. To give people context, the median return for the 500 
biggest companies in the United States was 5 percent in 2003. In addition, according to a U.S. News and World Reports 
article, in 2002, Sallie Mae's chief executive, Albert Lord, pocketed nearly $34 miiiion in salary, bonus, and stock option 
payments. 

It is important to remember that the student loan programs were created to provide low-cost loans to students and to increase 
access to a college education, not to set up a program where lenders take home big profits on federally subsidized and 
guaranteed loans. Rather than forcing low and middle-income students to pay thousands of dollars more for their college 
loans. Congress ought to completely eliminate excessive profits to lenders in the student loan programs and use the savings 
generated to make college more affordable for students. 
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We believe that the step that H.R. 4283 takes to reduce excessive ienda- profits is a critically important step, and hope to see 
it followed by more good work to ensure that we are spertdNig texpa^r revenues on increasing college access, not 
increasing profit margins of lenders. 

It is troubling that this bill reduces excessive lender profits and ttten simultaneously raises the cap on student loan interest 
rates. According to projections from the Congressional Budget Office (CBO), fills change will raise student loan interest rates 
and force student borrowers to pay hundreds of dollars more over the life of their loans. At a time when so many students 
and their families are struggling to pay for college, we should not be pushing higher costs onto low and middle-income 
families. 

In addition to raising the cost of college for the typical student by thousands of dollars, H.R. 4283 will strip students of their 
free speech rights on college campuses with the so-called bill of academic rights. It is incredibly problematic for Congress to 
create provisions that could force our college and university administrators into doing excessive oversight of the official and 
unofficial activities of students. We cannot have officials in Washington D.C. regulating the content of our class rooms; this 
intrusive oversight disrupts local control and challenges the mission of educational institutions. 

We are also concerned that H.R. 4283 will put the students and fiie student aid programs at risk by repealing a key fraud and 
abuse protection-the "90-10" rule-that was enacted more than a decade ago. Congressional hearings In the 1990s 
documented extensive abuses in the student aid programs, primarily by for-profH schools, which cost taxpayers billions of 
dollars. Among the abuses, Congress found that schools: set tuitions at artificially high levels; closed without warning-leaving 
students with no degree and loan debts; disbursed funds to ineligible students; and, provided inadequate instruction. 

In response to the rampant fraud and abuse. Congress enacted a set of safeguards, including the "90-1 0" (formerly "85-1 5") 
rule, limited correspondence and telecommunications courses, and prohibited bonuses and incentive parents to school 
employees and recruiters, to stop the scams. These safeguards have been essential to curbing fraud and abuse in the 
student aid programs. 

A full repeal of this safeguard could once again put students and the student aid programs at risk. 

Lastly, we support your movement towards the repeal of the daig provision in the financial aid form, which has already 
denied over 128,000 students access to federal financial aid. However, a partial repeai is not enough. We must pass a full 
repeal to guarantee access to education for all students, and education is the best rehabilitation. 

To close, on behalf of USSA and the students who we r^resent we urge you to support changes to the current law that will 
make college more, not less, affordable to low and middle-income studente. USSA supports significantly raising the 
maximum Pell grant, retaining the student choice to lode In a low-fixed rate consolidation benefit, lowering interest rates on 
student loans, protecting student autonomy and retaining safeguards to protect against fraud and abuse in the student aid 
programs. 


Chairman BOEHNER. Thank you. 

Dr. Reed. 

STATEMENT OF CHARLES B. REED, CHANCELLOR, 
CALIFORNIA STATE UNIVERSITY SYSTEM 

Dr. Reed. Chairman Boehner, Ranking Member Miller, and dis- 
tinguished members of this Committee, good morning, and thank 
you for your invitation to testify. 

The 23-campus California State University System is the largest 
university system in the United States. We have over 409,000 stu- 
dents this year. Access is our mission. We award almost 5 percent 
of all the bachelor’s degrees in this country, and almost half of the 
bachelor’s degrees in California. Also, we have a largely non-tradi- 
tional student population where 20 percent are first generation col- 
lege students, 40 percent come from households where English is 
not the main language spoken, and more than one-third of our stu- 
dents work full time. The average age of our students is 24, and 
most or almost 50 percent of our students are classified as inde- 
pendent students. We, the California State University System, look 
like the future of higher education and what higher education is 
going to look like in 2015 and beyond. 

I would like to use my time this morning to briefly address five 
key points from my written testimony beginning with the Pell 
Grants. The Pell Grant program is essential to preserving college 
opportunity for disadvantaged students and is perhaps the single 
most important financial aid program in the California state uni- 
versity. One hundred and sixteen thousand of our students re- 
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ceived over $316 million in Pell awards last year, averaging $2,700 
per student. 

Both H.R. 4283 and H.R. 3180 contain provisions to allow stu- 
dents to receive a second Pell Grant in a given year for summer 
study. I want to thank Representative McKeon and Miller for their 
support for this concept. Year-round study helps students complete 
their academic degree sooner which reduces student borrowing and 
allows institutions to use their resources much more efficiently. 

However, we must ensure that schools that serve the most dis- 
advantaged students are allowed to participate in year-round Pell. 
The proposed standard of at least 30 percent of students grad- 
uating within 4 years will not recognize institutions like the Cali- 
fornia State University that enroll many non-traditional students. 
A standard of 30 percent of students graduating within 6 years 
would he a much better way to serve these students. 

Second, campus-based funding formulas. We applaud 
H.R. 4283’s efforts to eliminate the use of a base guarantee in the 
funding formula for the campus-based programs. The base guar- 
antee concept adversely impacts new campuses because it uses en- 
rollment calculations from the first one or 2 years of a program’s 
participation. When you start, you start small with 1,000 to 2,000 
students but today we have three of those institutions that are well 
over 12,000 students. 

I should note that the CSU is affected by this proposal from both 
ends, having added three new campuses since 1990 but also have 
several campuses that would lose resources if the base guarantee 
were eliminated. We have talked about this as a group of presi- 
dents, and we support your bill. We just ask that you accelerate 
that timetable. We are for fairness and we think that the distribu- 
tion ought to be based upon institutional need. 

Third, student loans. H.R. 4283 proposes to gradually reduce 
student loan origination fees to 1 percent. I should note that in the 
past Representative Miller has also advocated for the elimination 
of origination fees. Given the importance of these programs to CSU 
students, I strongly support any movement in this direction. 

H.R. 4283 would also increase the amount first and second year 
students could borrow while maintaining the aggregate borrowing 
caps. While we are all concerned with students’ increase in debt 
burden, the proposed increases would improve overall flexibility for 
needy students and may reduce reliance on more costly alternative 
loan programs. 

Fourth, early outreach and student support. The CSU joins the 
higher education community in support of TRIO and GEAR-Up as 
separate and complementary programs. These programs are vital 
to preparing under-represented students for college and they re- 
duce the need for remediation which saves students and institu- 
tions time and money. I have spent many hours in the classroom 
in the 7th grade to see our GEAR-Up program working to help 
these students prepare for the future that they want to attend col- 
lege. 

Fifth, Hispanic-Serving Institutions. Last but not least, issues re- 
lating to Hispanic-Serving Institutions are particularly critical in 
California, which is the home to approximately one-third of the na- 
tion’s Latino population. The California State University supports 
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many of the proposals of the Hispanic Association of Colleges and 
Universities, and especially one that would create a new competi- 
tive graduate education component for HSIs under Title V. 

Again, thank you for allowing me to testify this morning. I trust 
that you will feel free to contact me or members of my staff as they 
continue this important discussion. 

Thank you. 

[The prepared statement of Dr. Reed follows:] 
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Statement of Charles Reed, Chancellor, California State University System, 

Long Beach, California 


Good Morning. 

Chairman Boehner, Ranking Member Miller, Subcommittee Chairman McKeon, and Subcommittee Ranking Member Kildee, thank 
you for having me here today to present the California State Univereity’s views on H.R. 4283, the College Access and Opportunities 
Act- I note that several provisions in this bill have been included in legislation authored by members on both sides of the aisle, and I 
commend the Committee for its attention to the important task of ensuring that every student that chooses to can pursue a 
postsecondary education- 

introduction - Few, if any, university systems can match the scope of the California State University (CSU) system. Nationally, 
about 1 .25 million bachelor's degrees are awarded annually in the United States by about 2,000 collies and universities with a 
combined student population in excess of 15 million. As the nation’s largest four-year university system, the California State 
University’s 23 campu^s award more than 4,5 percent of those bachelor’s degrees, giving the CSU a significant national presence. In 
California, a state boasting 372 public and private institutions, the CSU plays an even stronger role. It serves more than 400,000 
students, twice as many as the University of California and more than all private colleges and universities in California combined. It 
accounts for almost half of the bachelor degrees granted in California, and a third of the master’s degrees. 

And those bachelor degrees are not narrowly focused, Because of the breadth of its ofTcrings, which includes more than 1 ,800 degree 
programs, the California State University serves as the essential engine of California’s skill-dependent economy. Its role in workforce 
preparation is unrivaled. It provides the majority of the slate’s new teachers, 40 percent of its engineering and nearly half of its 
business graduates, and more g-aduates in agriculture (California’s number one industry), communications, health, and public 
administration than all other California colleges and universities combined. Our focus is on quality, access, and affordability. We are 
proud to say that the CSU is working for California. 

H.R. 4283would reauthorize Title IV of the Higher Education Act, which provides the lion’s share of federal financial assistance to 
America’s posfsecondary students. In addition, ii makes important changes to programs that aid developing institutions serving large 
numbers of disadvantaged and minority students. I will not comment on every aspect of this legislation, but will focus my remarks on 
the provisions that most affect the CSU, its students, and its future students. 

Pell Grant Program - The Pell Grant program represents the foundation of federal student financial aid programs. As the most need- 
focused federal student aid program, a strong Pell Grant program is essential to closing the gap in college enrollment and completion 
that exists between low-income students and their more affluent peers. A continued commitment to the Pell Grant program, and to 
increases in the maximum Pell Grant award, are essential to ensuring access for disadvantaged students. Across the California State 
University System, 1 1 6,000 students receive $3 16 million in Pell Grant awards. The average CSU Pell Grant recipient receives 
$2,700 per year from the Pell Grant program, and Pell Grants accormt for 23 percent of the funds awarded to CSU students. On behalf 
of CSU students across California, I would like to thank the members of the Committee for that 

Both H.R. 4283, the College Access and Opportunity Act, and H.R. 31 80, the College Opportunity for All Act, contain provisions to 
allow student to receive a second Pell Grant in a given year for summer study, and I would like to thank Representatives McKeon and 
Miller for their support for this concept. Year-round study enables sfodents to complete their academic degree in less lime than might 
otherwise be required. This reduces the amount of time that a student spends in school, saves the student money (and reduces 
borrowing), and permits more efficient use of campus facilities and resources at a time when those resources are being stretched due to 
increasing enrollments and tight slate budgets. Increasing enrollment demand will be a national trend for the foreseeable future, and 
we fully expect a number of instittitions to utilize a year-round calendar as a resource management strategy. Such a move may also 
increase student persistence and graduation from college. 

I strongly endorse efforts to provide additional Pell Grant funds to students for year-round study. However, I note that any such 
proposal has costs associated with it, and that attempts will be made to limit those costs. Care must be taken to ensure that in doing 
so, schools that are serving the most disadvantaged students be allowed to participate. For example, about one-half of CSU students 
are non-traditional students, many of whom do not attend college full time and are not able to graduate in four, or even five, years. 

One third of our students work full time, and many are parents who but for the CSU would be unable to earn a college degree. Our 
understanding is that in order to participate in year round Pell, H.R. 4283 would require an institution to have a four-year graduation 
rate of at least 30 percent. This will not work for institutions that serve large populations of non-traditional students, yet these are the 
students who would benefit most from the flexibility provided by a year round program. It is doubtful that such a provision would 
work well for students attending Historically Black Colleges and Universities (HBCUs) or Hispanic-Serving Institutions (HSls) either. 
A proposed standard of at least 30 percent of students graduating within 1 50 percent of the normal time required for degree 
completion would better afford recognition of the non-traditional studeiu population served by many institutions, if eligibility criteria 
are necessary, I urge you to be cautious in the criteria that are chosen, and offer the CSU as a resource as we go forward. 

I would also note that probably the most beneficial year-round Pell grant provision, both for students and for institutions, would be to 
permit utilization of Pell Grants for students who enroll for summer study in order to con^lete their remaining degree requirements - 
even if they don’t need to enroll full-time - rather than having them enroll for an entire term in the subsequent academic year. Such a 
provision should be open to students at any Title IV eligible institution, and I would urge you to add such a provision to the bill. 

Finally, I note that the bill would eliminate tuition sensitivity within the Pell Grant program. While this particular provision docs not 
affect the CSU, I urge that it be enacted. Many CSU graduates begin their studies in the California Community College system. 
Because of tuition sensitivity, they are not eligible for the same maximum Pell Grant that most students receive. Repeal of tuition 
sensitivity would greatly benefit these students, and may reduce their level of indebtedness when they graduate, 

Campus-Based Programs - The Campus-Based programs (Perkins Loans, Federal Work-Study, and Supplemental Educational 
Opportunity Grants (SEOG)) are vital to the CSU’s efforts to attract, retain, and graduate disadvantaged students. Unique to these 
programs is the flexibility they provide to financial aid administrators to package aid awards to best meet the needs of their students. 

In addition, these programs require an institutioital match, which leverages the federal investment to provide even more aid to more 
students. The CSU knows that these programs work, and joins the higher education community in lU'ging increased funding for them. 

Campus-Based Funding Formula - During reauihorization of the Higher Education Act, one of the highest priorities of ihe CSU is to 
correct inequities in the funding formula for the Campus-Based programs. Specifically, the CSU urges the elimination of the use of a 
“base guarantee” in allocating Campus-Based funding to institutions, and instead asks that ail Campus-Based funds be distributed 
based on the institutional need of the institution as it relates to the institutional need of ail participating instimtions. 

CutTcnciy, the Campus-Based funding formulas ensure that participating institutions receive no less than their “base guarantee.” For 
any instittjtion that participated in these programs prior to 1985, this ensures that they receive at least what they received in 1985, 
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regardless of whether theii enrollment of financially needy students increased, decreased, or remained constant. This “hold harmless” 
provision drastically reduces the funding available to institutioiis dat have seen dramatic increases in the enrollment of students from 
low-income families. Moreover, the base guarantee concept is especially unfair to new institutions or new campuses. For new 
institutions, the base guarantee is calculated using cnroilmcnt dimng the first l-to-2 years of program participation. This “snapshot” 
of student enrollment generally does not reflect a mature caiiq)us population as the new campus adds both programs and students. The 
result is an artificially low Campus-Based allocation, a growing student body, and little new money to be distributed on a fair share 
basis. In response to increased enrollment demand in California, aiui at the direction of the state legislature, the CSU has added three 
new campuses since 1990. We are especially aware ofthe inequity of the current formula, and especially concerned for the students 
who will go underserved if the Campus-Based formulas are not changed. 

H.R. 4283, as drafted, would begin the phase out ofthe outdated base guarantee, and I applaud that effort. The phase out approach 
provides time for institutions to plan for this change in the allocation formula, and I applaud that as well. However, as drafted, the 
phase out of the base guarantee will not be complete until 2015. I m>uld urge diat the timetable be accelerated, similar to the proposal 
the National Association of Student Financial Aid Administrators (NASFAA) has recommended, in order to ensure that scarce 
funding for the Campus-Based programs is more equitably distributed on the basis of student need. In addition, I would ask members 
of the Committee to consider adding a provision that would increase Campus-Based Aid allocations more quickly to institutions that 
have begun operations since the base guarantee concept was in^lemented. Many of these campuses have tremendous need, and many 
of their students continue to be underserved. I should point out that I urge phasing out the base guarantee despite the fact that a 
number of CSU campuses stand to lose resources under this prt^sal. 

H.R. 4283 contains a provision that would allow the Secretary to allocate a percentage of SEOG and Work-Study funds to campuses 
that have a 50 percent graduation rate of their Pell Grant recipients in a four-year period, and this concerns me. Such a provision 
could take needed funds from schools that serve large numb^ of non-traditional students, and allocate them to schools serving 
students that can afford to pursue their education on a full-time basis. If special allocation provisions are to be included in the 
formula, they would be better used to increase allocations to new caucuses that have been most disadvantaged by the base guarantee 
concept or to promote more community service in the Work-Study program. 

Finally, I note that during the 1998 reauthorization ofthe Higher Education Act, Congressman McKcon, Congressman Miller, and 
members of this Committee took steps to increase fairness in the Campus-Based Aid funding formula. These efforts did result in an 
increase in the amount of money distributed on a “fair share” basis, and on behalf of the CSU and its students, I thank you for that. 

Federal Work-Studv Community Service Provisions — Also of great interest to the CSU are the community service requirements 
within the Federal Work -Study Program. The CSU is committed to a culture of community service and service learning. Over 1 ,700 
service-learning courses in a wide variety of disciplines arc offered each year across the CSU, and additional courses that incorporate 
service learning continue to be developed. Approximately 1 35,000 of our students throughout the state perform a total of 33.6 million 
hours of community service annually. Within the Federal Work-Study program, in 2002-2003, CSU campuses devoted an average of 
27 percent, or $5.2 million, of their allocation to community service placements, well above the federal requirement of seven percent, 
or Ae national average of 14 percent in 2001-2002. 

Despite the concerns of some in the higher education community, the CSU supports efforts to increase the amount of Work-Study that 
is devoted to community service placements. However, to the extent that such changes are considered, we urge that you put the 
interests of the student first, and bear in mind factors that might preclude some smdents from participation in service activities. Such 
factors may include geographic location, the nature ofthe student’s educational program, or the student’s economic situation. The 
CSU would be pleased to share the experiences of our can^uses in this regard. The CSU also urges you to consider incentives for 
institutions to devote more of their Federal Work-Study allocation to community service. For example, additional funds could be 
allocated to campuses that exceed a certain threshold of service placements, or the federal matching requirement could be waived for 
Work-Study funds that are used for community service placements. 1 note that the Administration has proposed reserving 20 percent 
of Work-Study funds for community service placements on a competitive basis, and I support this proposal. Aitemalivcly, I submitted 
a similar proposal in my letters of April 2, 2003 to Chairman Bochner, Ranking Member Miller and Subcommittee Chairman McKcon 
and Subcommittee Ranking Member Kildec that could accomplish the same goal. 

Federal Perkins Loan Program -We join the higher education community in thanking the Committee for its bipartisan support for 
maintaining a distinct Perkins Loan program. This program provides financial aid professionals with the flexibility to assist students 
with unmet need. This can be especially important for serving smdents in their first >^ar of smdy, when grant and Work-Study aid is 
often insufficient to meet their need, and when limits for other loan programs restrict access to smdent loan capital. 

H.R. 4283 makes two specific changes to the Perkins Loan program that I would like to comment on. The first is an increase in 
borrowing limits for both undergraduate and graduate students. 1 am supportive of this provision as it will give financial aid 
administrators even more flexibility in tailoring a student’s aid package to his or her overall need. ! know that some are concerned 
with increased debt burden on smdents, and I share that concern. However, I believe that the flexibility given to financial aid 
professionals to package these loans should mitigate this concern. The sectmd provision that I’d like to comment on is the extension 
of Perkins Loan forgiveness to military personnel. Again, I fully support this provision. The men and women of our armed forces are 
making tremendous sacrifices for us, and this provision is one way to thank them for their service. In implementing this provision, I 
ask that you make certain that the funding is provided to carry it out The men and women of our armed services deserve nothing less. 

Early Outreach and Student Support Programs - The CSU joins the higher education community in support of both the TRIO and 
GEAR UP programs, and proposes that these important programs be expanded to serve an increased number of disadvantaged and 
low-income smdents. The TRIO and GEAR UP programs are vital to preparing umlerrepresented smdents for college, encouraging 
persistence and ultimately graduation. Skills gained through the TRIO ar^ GEAR UP programs reduce the need for remediation, 
saving smdents and institutions time and money. And, while these programs coir^lement each other, each has a unique purpose and 
each serves a unique cohort of students. Accordingly, the CSU supports the approach taken in the College Access and Opportunity 
Act to maintains these distinctly separate and coirplcmentary programs. 

The CSU proposes three modifications to the TRIO and GEAR UP programs. First, the TRIO program should be expanded to include 
community-based organizations with experience in serving disadvantaged jmuth. Second, incentives should be created within both 
programs to encourage middle schools and high schools to form partnerships with colleges to develop college preparatory programs 
for disadvantaged smdents. Third, incentives within these |MX>grams should be created to encourage and prepare underrepresented 
smdents to pursue coursework and careers in fields such as science, technology, engineering, and mathematics (the “STEM” fields). I 
would be pleased to work with you as the legislation moves forward to include such provisions. 
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Aid for Institutional Development and Developing Hispaoic-Sening Institutions - A number of CSU campuses are active 
members of the Hispanic Association of Colleges and Universities (HACU), and the system supports HACU’s efforts to strengthen 
Hispanic -serving Institutions and to reach out to Latino students. The CSU is generally supportive of HACU’s legislative agenda. In 
particular, I would like to highlight a few initiatives that are partkul^Iy in^>ortant to the CSU, and other institutions that serve large 
numbers of Hispanic students. 

Title III and Title V of the Higher Education Act contain provisions that expand and enhance the academic quality, institutional 
management, fiscal stability, and self-sufficiency of institutions that serve large numbers of disadvantaged and minority students. 
Support for these programs is essential if we are to close flie educational achievement gap. The CSU applauds Congress’ and the 
Administration’s efforts to increase funding for minority-serving institutions in general, and Hispanic-serving institutions (HSIs) in 
particular. The CSU urges continued funding increases for these programs. 

Additionally, the CSU supports proposals put forward by the Hi^anic Association of Colleges and Universities (HACU) to create a 
new competitive graduate education component for HSIs under Title V of tihc HEA. This new initiative would be a distinct funding 
source to improve graduate programs at Hispanic-Serving Institutions, and would be similar in nature to the Strengthening Historically 
Black Graduate Institutions program under Part B of Title III. I note that such a proposal was included in H.R. 3180, the College 
Opportunity for All Act, and I urge you to include a similar provision in H.R. 4283. 

A number of CSU campuses are also strongly supportive of provisions included in the College Access and Opportunity Act that would 
eliminate provisions requiring that the population of Hispanic students at an institution be at least 50 percent low-income in order to 
receive a grant under Title V, and requiring that an institution that has received a grant under Title V must wait two years before being 
eligible for a subsequent grant. In making these changes, 1 note that the bill would require that eligible institutions continue to 
demonstrate financial need, and I support this approach. It is in^ortant to reroen^r that the putpose of Title V is to provide support 
to developing institutions, and to remain true to that purpose. I would also like to highlight a developing problem with the 50 percent 
eligibility rule, which this legislation would correct. In selecting new grant applications, I understand that the Department of 
Education is now requiring applicants to provide detailed documentation for each low-income Hispanic student on their campus. In 
some instances, they are expected to comply within one to two weeks of the Department’s request. This is tremendously burdensome 
and expensive for a developing institution, and I would ask that the Committee work with the Administration to develop a more 
efficient method for determining eligibility until new financial need criteria can be enacted. 

Finally, there are a few new allowable uses of Title V funds contained in the bill that will be beneficial to a number of HSIs, and 
would increase overall flexibility within the Title V program. The first is a provision that allows grantees to use Title V funds to 
improve their electronic infrastructure, and expand distance education opportunities for their students. This is a good provision and 
should be maintained. The second is a provision added by Representative Pete Hoel^tra (R-MI), which would allow HSIs to work 
with elementary and secondary schools to better prepare disadvantaged students for college. This is a good fit with efforts that CSU 
campuses are already undertaking to prepare and recruit students, reduce the need for remedial education, and ultimately graduate an 
increasing number of students who might otherwise slip through the cracks. Again, 1 applaud this addition, and ask that it be 
maintained as the bill moves forward. 

Student Loan Programs - The federal student loan programs are extremely important for CSU students. For the 2002 - 2003 award 
year, over 123,000 CSU students or their parents took out loans for a combined value of $731 ,3 million. Clearly, without these vital 
programs, access to our institutions would be severely reduced. 

The College Access and Opportunity Act proposes some important changes to these programs. For example, the legislation would 
gradually reduce student loan origination fees from their current level of three percent to a more reasonable one percent, This would 
provide more money for students when they truly need it. I note that in the past, Representative Miller has also authored provisions 
and advocated for the elimination of origination fees, and I strongly support any movement in this direction. 

H.R. 4283 would also increase the amount first and second year students could borrow, while maintaining aggregate borrowing caps 
in order to prevent overall student debt from increasing. For students in their first year of study, loan limits would increase from 
$2,625 to $3,500, and, for students in their second year of study; loan limits would increase from $3,500 to $4,000. While we are all 
acutely aware of, and concerned with, the increasing debt burden that students face, I believe that the proposed increases will improve 
overall flexibility for needy students and may reduce reliance on more costly alternative loan programs. While I understand and 
appreciate that a number of student organizations, including the California State Student Association (CSSA), place the highest 
priority on increased grant support, ensuring that students - those from middle income as well as low-income families - have access to 
low-cost loans is also important to the goal of providing access and opportunity. 

In addition, H.R. 4283 requires student loan holders to report student loan payment to all major credit bureaus. Currently, such 
information is generally only reported when a student is delinquent or in default. This provision will help diligent borrowers build 
stronger credit ratings, which may help when they purchase their first home or car. I also note that the bill would allow borrowers 
who are having financial difficulties to make interest-only payments for up to two years. While I support efforts such as this to help 
ease repayment for those who need it, I urge that it be used only sparingly, as borrowers who take advantage of this flexibility will 
also pay more in interest over the life of their loan. 

Finally, the College Access and Opportunity Act would reinstate two provisions that are important to the CSU, and important to 
colleges and universities across the nation. These provisions allow institutions with student loan default rates of less than 10 percent 
to waive delayed disbursement and multiple disbursenwnts of student loan proceeds to borrowers in their first year of study. First 
enacted in 1998, these provisions allow students to receive funds when they most need them, at the beginning of the school year. 

They have the added advantage of allowing the financial aid office to operate more efficiently, saving scarce resources in times of 
tight budgets and gro%ving enrollments, and they provide incentives for institutions to keep their default rates low. I am pleased to say 
that for the most recent year for which data are available, die CSU’s system wide default rate is a mere 3.7 percent, well below the 
national average of 5.5 percent, and no CSU campus has a default rate that is above 5.4 percent. Needless to say, at the CSU we work 
hard to keep our default rates down. Reinstatement of these provisions would make a nice reward for those efforts. 

Loan Forgiveness for Teachers - During the 1 998 reauthorization of the HEA, a provision was included to help address the severe 
teacher shortage by providing loan forgiveness to teachers serving in undeserved areas. H.R. 4283 increases the amount of loan 
forgiveness available to math, science, special education, and reading teachers. The CSU supports these needed provisions, and 
advocates expanding the provision to address the severe nursing shortage we now face by allowing similar mandatory loan forgiveness 
for nurses serving in shortage areas. 
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Distance Education - When the Higher Education Act was first enacted in 1965, the opportunities for distance learning that we have 
today, let alone the Internet, were inconceivable. By the time of the last reauthorization, in 1998, it was becoming apparent that the 
way we teach, and the way we promote access to individuals, especially in remote locations, was fundamentally changing. However, 
in 1998, no one knew quite how to deal with this new challenge, or how to embrace it without increasing fraud and abuse in the Title 
IV programs. In 2004, we, the accrediting agencies, and the Department of Education have more experience with this medium, and 
thanks to initiatives such as the Distance Education Demonstration program, we also have a higher comfort level with distance 
education. H.R. 4283, which eliminates the 50 percent limitation on courses offered and students enrolled in distance education 
courses, would remove a cumbersome monitoring requirement on the part of institutions as they increasingly turn to technology 
assisted instruction in order to meet demands for courses and programs by non-traditional students and those without easy access to 
traditional campus instnictional programs. 

Need Analysis Provisions- The CSU joins in support of efforts to simplify the financial aid application process by expanding the 
availability of a simplified needs test to applicant and families who have already demonstrated need by virtue of their eligibility for 
other means-tested federal benefit programs. Efforts to simplify the application form - both paper and electronic versions - should 
remove the perceived barrier to access that the FAFSA presents for many low-income families. We also believe that the bill’s other 
need analysis provisions will provide for more equitable treatment of students and famiHcs by protecting a large amount of a 
dependent student’s earnings and by ensuring that families who save through qualified tuition plans are not penalized for their advance 
planning to meet college costs. 

Consumer Information - H.R. 4283 takes steps to make more useful information available to students and to parents as they make 
irrqjortant choices as to which institution fits them the best. The goal of the legislation is to do this using information that schools are 
already reporting, and the CSU support these efforts. Already, we are taking steps to ensure that families have the information they 
need to prepare for a CSU education, and to ensure that they know who we are, what we provide, and what they can expect for their 
investment- One such effort is our web-based CSU Mentor student application program. While supporting these initiatives, I must 
caution against the len^tation to require institutions to report more than they already do. Such reporting is time consuming, costly, 
and ultimately prevents schools from applying diemselves to their primary mission, which is to educate students. Some of the 
reporting requirements contained in the bill are causing a great deal of unease within the higher education community. 1 urge you to 
work with us and with the community to provide useful information without increasing bureaucratic red tape. 

Pell Data Match - 1 note that the bill contains a provision sponsoiwi by Representative Sam Johnson (R-TX), which would require 
the Department of Education to match income data provided on the financial aid application form with IRS records. The primary 
purpose of this provision is to reduce fraud and abuse in the Pell Gran! program, and to direct Pell Grant funding to those with true 
need. However, if done correctly, this could also make the aid application process simpler for students and families. Please feel free 
to use the CSU as a resource in this regard. 

That concludes my testimony. Thank you for the opportunity to present the views of the California State University on this 
legislation. 


Chairman BOEHNER. Thank you, Dr. Reed. 

Mr. Grayer? 

STATEMENT OF MICHAEL GRAYER, RECENT GRADUATE, VIR- 
GINIA COLLEGE, JACKSON, MISSISSIPPI, ON BEHALF OF THE 

CAREER COLLEGE ASSOCIATION 

Mr. Grayer. Mr. Boehner, Mr. Miller, and members of the Com- 
mittee, it is an honor to be with you this morning. I am here to 
share my story of how I achieved the dream of a college education. 

Before I begin, I would like to state for the record that I am only 
one of thousands of career college students who have overcome ob- 
stacles to achieve educational goals. In February, my achievements 
were recognized by the Career College Association as one of the 
seven recipients of the First Annual Graduate Recognition for Ex- 
cellence, Achievement and Talent — or GREAT — Student Awards. 
My fellow winners and I exemplify what can be accomplished when 
determination, commitment, and discipline are combined with Fed- 
eral student assistance programs. 

It is a privilege to speak to you today on behalf of the Career Col- 
lege Association and the more than 1 million students educated by 
the for-profit education sector each year. 

I was reared in a single-parent home in Jackson, Mississippi. In 
the eighth grade, I was enrolled in the Piney Woods School, a his- 
torically black boarding school in Mississippi. After failing the 
ninth grade, I did eventually graduate from high school, which, un- 
fortunately, exhausted my mother’s financial resources. However, 
making the adjustment back to my home was difficult because of 
the financial situation. I enrolled in a local community college, but 
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the experience ended after one semester due to financial concerns 
and lack of transportation. 

Several months later, I landed a job at local cellular outlet and 
quickly climbed the ranks to management. Then came the horrific 
events of September 11th. Our company’s business declined, lead- 
ing to the loss of my job. I started selling cellular accessories to 
make money and eventually opened my own cellular outlet store. 
The expenses were high and the revenue was low and it also was 
not personally fulfilling so I decided to go back to school because 
I was wasting my time and my talent, and I needed to make a 
change. 

While watching an ad 1 day about Virginia College in Jackson 
and the programs that they offered, and due to my prior experi- 
ence, the business program which they had that focused in account- 
ing caught my attention. I took a leap and enrolled in Virginia Col- 
lege. 

Like many of my fellow Virginia College students, I received Fed- 
eral financial aid, including Pell Grants and student loans. Without 
this support, I would have not have been able to graduate from Vir- 
ginia College with a diploma in accounting. Federal student aid 
helps to ease the burden of many students in my situation when 
they are faced with where to go to college. I am blessed to have 
a family which is supportive of all my aspirations, including col- 
lege, which helped ease some of that burden. Not every student is 
that lucky. However, at Virginia College, 80 percent of my fellow 
students are eligible for Pell Grants, 82 percent are independent, 
and 47 percent have dependents of their own. And more than half 
of the students have an expected family contribution of zero, mean- 
ing they are completely dependent on student aid to achieve their 
educational dreams. 

Some current provisions of the Higher Education Act stand in 
the way of assisting students like myself from achieving all they 
are meant to achieve. The 90/10 rule, which requires for-profit in- 
stitutions like Virginia College to prove 10 percent of their revenue 
comes from non-Federal aid, is one example. If a school enrolls too 
many of the poorest students, those students with a zero expected 
family contribution who could receive a full Pell Grant and the 
maximum student loans, that institution could be in violation of 
the 90/10 rule. 

The separate definition of higher education institution currently 
applied to for-profit colleges has outlived its purposes. Students 
should not have access denied based on their choice of an author- 
ized, accredited, eligible institution of higher education. I am an ex- 
ample of this. I was unable to succeed at a community college for 
a variety of reasons. Virginia College, however, offered the program 
and support I needed to graduate from college. 

Federal Pell Grants helped me to go to college, but Pell Grants 
alone did not cover the cost of my tuition. To do this, I also took 
out Federal loans. Higher Pell Grant awards would help more stu- 
dents like me go to college, and enable many of them to do so with 
decreased loan burden. However, for those students who would not 
be eligible for an increased Pell Grant, higher student loan 
amounts will help them achieve their dreams. 
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Most of the students at Virginia College, including myself, attend 
year-round and complete more than one academic year of work in 
an award year and therefore are able to finish our education more 
quickly. If we could get more than one Pell Grant award in a single 
year, our loan burden would decrease. This would be as important 
for those of us in a diploma program as for those who are seeking 
a bachelor’s degree. 

I am an example of what a career college graduate can achieve 
with the help of student aid programs. Since graduating, I have 
been employed as a regional manager and the head auditor for a 
publicly traded insurance company. Security National Life. I am 
also the CFO of my stepfather’s three Subways in Jackson, Mis- 
sissippi, and I am the founding president of Trinity Financial Solu- 
tions, a tax-preparation and accounting service that currently em- 
ploys 15 individuals, including another graduate of Virginia Col- 
lege. 

In closing, I urge you to pass H.R. 4283, the College Access and 
Opportunity Act of 2004. And I will be happy to answer any ques- 
tions you may have. 

[The prepared statement of Mr. Grayer follows:] 
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Statement of Michael Grayer, Recent Graduate, Virginia College, Jackson, 

Mississippi 


Mr. Chairman and members of the Committee, it is an bontwr to be with you this morning. I am here to share my story of 
how, as a child in a struggling single-parent home, I vwnt on to achieve tiie dream of a college education. 

Before I begin, i would like to state for the record that I am only one of the thousands of career college students who have 
overcome obstacles to achieve their educational goals. In February, my achievements were recognized by the Career College 
Association as one of seven recipients of the First Annual Graduate Recognition for Excellence, Achievement and Talent - or GREAT 
-Awards. My fellow winners, including a single mother and former housekeeper, a survivor of the September 11“’ Twin Tower 
terrorist attacks, and I exemplify what can be accomplished when determination, commitment and discipline are combined with 
federal student assistance programs. It is a privilege to speak with you today on behalf of the Career College Association and the 
more than one million students educated by their sector each year. 

The Career College Association (CCA) is a voluntary membership organization of private, postsecondary schools, institutes, 
colleges and universities that comprise the for-profit sector of higher education. CCA's 1,200 members educate, prepare and support 
over one million students each year for employment in nwre than 2(K) occupational fields. These school and colleges graduate 
approximately one-half of the technically trained workers who enter the U.S. workforce each year and also provide for retraining for 
displaced workers and skills upgrading for a wide variety of public and private employers. 

I, Michael A. Grayer, was bom and raised by my mother and grandmother in Jackson, Mississippi. I began ray elementary 
education attending both private and public schools. In the 8* grade 1 was enrolled in Piney Woods, a historically black boarding 
school in Mississippi, which unfortunately exhausted my mother’s financial resources. 

After deciding to teach my mother a lesson by failing the ninth grade, I did eventually graduate from high school. However, 
making the adjustment back to my home was difficult because money was tight. Later that summer, 1 enrolled in the local community 
college, but the experience ended after one semester due to financial concents and lack of transportation. 

Several months later, 1 landed a job at a local cellular outlet and quickly climbed the ranks to management. Then came the horrific 
events of September 1 ith and our company’s revenues declined, eventually leading to the loss of my job. 

I started selling cellular accessories in order to make money. Eventually, I opened my own cellular outlet store. The 
expenses were high and the revenue low and it was not personally fulfilling. Places were hiring but no one would hire me because I 
only had a high school diploma. I decided I was wasting my time and my talent and that I needed to make a change. 

One day while watching television, I saw an ad for Virginia College at Jackson and the programs that they offered. They had 
a business program with a focus in accounting that caught my attention. I took the leap and enrolled in Virginia College, 

Like many of my fellow Virginia College students, 1 received federal financial aid, including Pell grants and student loans, to 
help pay my college tuition. Without this support, I would not have been able to graduate from Virginia College with a diploma in 
Accounting. Federal student aid helps to ease the burden many students in my situation face when they decide to go to college. I am 
blessed to have a family that is supportive of all my aspirations, including college, which helped ease some of my burdens. Not every 
student is that lucky, however - at Virginia College, eighty percent of my fellow students are eligible for Pell grants, eighty-two 
percent are independent, and forty-seven percent have dependents of their own. And more than half of the students have an expected 
family contribution of zero - meaning they are con^lctely dependent on federal student aid to achieve their educational dreams, 

Some current provisions in the Higher Education Act stand in the way of assisting students like myself from achieving all 
they are meant to achieve. The 90/10 rule, which requires for-profit institutions like Virginia College to prove 10% of their revenue 
comes from non-federal aid, does not measure the quality of an institution. Instead, colleges are forced to move to areas where more 
affluent students will be attracted to them. If a school enrolls too many of the poorest students - those students with a zero expected 
family contribution who could receive a full Pell grant and the maximum sttident loans - that institution could be in violation of the 
90/10 rule. 

The separate definition of higher education institution currently applied to for-profit colleges has also outlived its purpose. 
The differences between for-profit and non-profit colleges have diminished. Students should not have access denied based on their 
choice of an authorized, accredited, eligible institution of higher education. I am an example of this - 1 was unable to succeed at a 
community college for a variety of reasons. Virginia College, however, offered the program and support I needed to graduate from 
college. 

Federal Pell grants helped me go to college, but Pell grants alone did not cover the cost of my education. To do this, 1 also 
took out federal student loans. Notice I always say “my” education - that’s because that is what it is - something I worked for and 
achieved. That is why I took out the student loans - to help me achieve and pay for my education. Higher Pell grant awards will help 
more students like me go to college, and enable many of them to do so with decreased loan burden, However, for those students who 
would not be eligible for an increased Pell grant, higher student loan limits will help them reach their dreams. 

Most of my fellow students at Virginia College, including myself, attend year-round and complete more than one academic 
year of work in an award year, and are therefore able to finish Ibeir education more quickly. If they could get more than one Pell grant 
award in a single year, their loan burden would decrease. This would be as important for my fellow students in diploma programs as 
for those who are seeking a baccalaureate degree. 

I am an example of what a career college graduate can achieve with the help of the student aid programs. Since graduating, I 
have been employed as a regional manager and the head auditor for a publicly traded insurance company - Security National Life 
Insurance Company. I am also the CFO of my stepfather’s three Subway Sandwich franchises and the founding president of Trinity 
Financial Solutions, LLC, a tax-preparation and accounting firm that currently employs 1 5 individuals, including another graduate of 
Virginia College. 

Mr. Chairman and respected members of the Committee, I urge you to pass H.R. 4283, the College Access & Opportunity 
Act of 2004. The provisions of this bill will allow thousands of students like me to achieve their educational dreams. 


Chairman BOEHNER. I want to thank all of our witnesses for 
their testimony and their insight into the Higher Education Act 
and how we can improve access for America’s students. 

Mr. Boyle, what do you hear as the biggest concern from parents 
regarding access to higher education? 

Mr. Boyle. Anxiety and uncertainty about the process. I think 
even for families who are in need of financial aid, many families 
are not aware that financial aid options are available and not tak- 
ing advantage of them. Guidance counselors are wonderful people 
but there are not enough of them. There is only one guidance coun- 
selor for every 491 high school students on average across the U.S. 
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so there is no way they can reach everyone. And then for those who 
have more resources, who may be college graduates themselves, a 
lot of scratching of their heads and saying that, “Gee, the process 
is so different now than it was when I went to college,” and not 
understanding and not having a resource to turn to to guide them 
through the process is frustrating to them. 

Chairman BOEHNER. Dr. Martin, you represent financial aid ad- 
ministrators, your organization gets those who jump through the 
hurdles and actually apply and you get to deal with them. But I 
think the point that Mr. Boyle makes is that sticker shock is driv- 
ing a lot of students and their families away from even considering 
the possibility of trying to go to college. 

Dr. Martin. I think, Mr. Chairman, unfortunately in the day 
that we live today with the media they love to play upon the most 
expensive, the highest cost institutions. And every time I see some- 
thing about college costs, it always focuses upon that top 3 to 4 per- 
cent of institutions that are the most expensive in the country. And 
many families, unfortunately, who are not as sophisticated and 
maybe first generation believe that that is the cost for all colleges. 
And that is not the case. We have many fine institutions across 
this country, all the way from our community colleges, state col- 
leges, universities, public and private, and along with financial re- 
sources that are available from local. Federal, state and institu- 
tional monies, that there is a way to help people to do that. 

And part of it, I agree with Mr. Boyle, is simply having a cam- 
paign so that families and students understand clearly what is 
available and where to go to get straightforward information. And 
I think that would be more helpful than anything I can think of 
to try to raise awareness about post-secondary education. 

Chairman BoEHNER. Ms. Wasserman, you said in your testimony 
that you were for those provisions in the bill that reduced origina- 
tion fees and for the increase in loan limits. How would you pro- 
pose paying for that, considering you don’t want consolidation loans 
to go to a variable rate? 

Ms. Wasserman. Well, I think two things. One is, to follow up 
on the questions you just asked, I think that there is some real 
sticker shock, because the cost is too high for a lot of institutions. 
While there is a varying level of cost to college, I do think the re- 
ality is for a lot of working families and a lot of first generation 
students the cost is too high. So when we are looking at this reau- 
thorization, we are looking at it as an opportunity to really make 
steps to make college more affordable and more accessible. 

And so for us the reduction in origination fees is important but 
keeping the fixed rate on consolidation, making sure that when 
someone is applying to school, they know that they are going to be 
able to attend school and graduate with manageable debt that they 
can then consolidate and pay manageable monthly payments on. 

Chairman BoEHNER. Do you represent graduates as well? 

Ms. Wasserman. This sort of attempt to separate the students 
applying from the student that graduates to me just doesn’t make 
sense. The reality is it is the same person — 

Chairman BoEHNER. Hello, hello. 

Ms. Wasserman [continuing]. That is applying for school — 

Chairman BoEHNER. We have Mr. Grayer right here, a graduate. 
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Ms. Wasserman. Right, a graduate, yes. 

Chairman BoEHNER. A successful graduate. Mr. Grayer, were 
you able to pay your student loans? 

Mr. Grayer. Say it again, sir? 

Chairman BoEHNER. Are you able to pay and afford your student 
loans? 

Mr. Grayer. I pay them, but they are not manageable. 

Ms. Wasserman. They aren’t manageable, and that is a great ex- 
ample of the reality; for a lot of us it is incredibly difficult to be 
paying our loan debt. And we have to make it more affordable for 
students to get through school and then make payments on that 
debt and be able to support our economy, to be buying a home, to 
be picking a career path that we want — 

Chairman BoEHNER. Well, do you think that it is fair — let me 
ask you this question. Do you think it is fair that according to the 
GAO, if we continue the consolidation program at a fixed rate, it 
is going to cost $21 billion in additional taxpayer subsidies for 
graduates over the next 7 years, as opposed to taking that $21 bil- 
lion and reducing origination fees and increasing loan limits to try 
to increase access for low to middle-income students? 

Ms. Wasserman. Those small provisions, reducing origination 
fees from 3 percent to 1 percent, allowing flexibility in the loan lim- 
its, I think are important, but the reality is that we need to in- 
crease the Pell Grant. Real access isn’t going — 

Chairman BoEHNER. No, no, the question was do you think it is 
fair, because this is the real issue that we are going to get in. And 
for those of you that come to this Committee often, you know that 
I try to speak English. And the fact is that we have a budget-neu- 
tral environment that we are in and we are trying to find some 
way to increase access for low to moderate income students. 

Now I know some of my colleges, and I have read your testimony, 
Ms. Wasserman, think that every day is Christmas and that I am 
Santa Claus. 

Mr. Miller. Nobody thinks you are Santa Claus. 

Ms. Wasserman. No. 

Chairman BoEHNER. Santa Claus is sitting next to me, I am 
sorry. The fact is that we have to make hard decisions here. And 
from a fairness standpoint it seems to me that asking graduates 
who may have received the Pell Grant, may have received a stu- 
dent loan, may have had their interest paid while they were in 
school, had a 6-month deferment of any payment after they grad- 
uated, and were then allowed to consolidate their loans in many 
cases, I think that we have done, we are doing an awful lot for 
those who have been through school. And I am trying to grapple 
with the issue of what is fair for graduates as opposed to incoming 
students, who may not have the financial ability to attend a college 
or university of their choice. 

I have gone way over my time. Mr. Miller? 

Ms. Wasserman. Well, Mr. Chairman? 

Chairman BoEHNER. Yes, go ahead, go ahead. 

Ms. Wasserman. Chairman Boehner, I think it is important to 
look at fairness, but I think it is also about priorities. And the re- 
ality is that with this reauthorization we are asking, the students 
are asking for higher education affordability to be prioritized. And 
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for that we need to not only retain the fixed rate on consolidation, 
but we need to do the other things I mentioned in my testimony, 
because we find money when we make priorities. We found money 
for tax cuts. We found money for other things in this Congress, and 
we need to make sure to find money for higher education. 

Chairman BOEHNER. Mr. Miller? 

Mr. Miller. Thank you, Mr. Chairman. It is rather fascinating 
that when we get to education we are in a budget- neutral situa- 
tion. We are not in a budget-neutral situation on the military budg- 
et, on the agriculture budget, on the public works budget, on the 
transportation budget. Nowhere else are we on a budget-neutral 
situation, except when it comes to education. 

If we were in a budget-neutral situation, we wouldn’t have a 
$500 billion deficit this year, next year, and the year after. So they 
have obviously decided that it is a higher priority to reach in, ei- 
ther to the tax cuts or to the deficit, for all of these other purposes. 
But it is not a high priority for the Republican leadership here for 
the education of America’s young people. 

So when we are told to pick and choose between students who 
have graduated and students who are in school, with all due re- 
spect to the same students, because when people make a decision 
about will I be able to borrow this money, pay it back, what is the 
life cycle cost of this, just like anybody in business would, of this 
loan, and will I be able to become a teacher or a nurse or a police- 
man or a lawyer or a doctor, all of these things go into that calcula- 
tion. And you decide yes or no. 

But you don’t just all of a sudden because you have graduated 
in a situation where those are no longer a matter of concern. You 
borrow money over a period of time and you ask yourself, that is 
why we have disclosure forms, when you borrow money against 
your house, they say the total cost of this loan is $1,800,000 and 
you go, “Jeez, I didn’t know this house was worth that much.” 

No, that is the cost of the loan. When you buy your car, they tell 
you what the cost of the loan is. And people say, “Oh, I don’t want 
to pay that much, maybe we ought to be looking at something else.” 

And so the problem with this legislation is we sort of have a half 
of a higher education bill. We ought to put everything on the table. 
I don’t know, maybe the students will think that the 6-month 
deferment isn’t worth as much as the consolidated fixed rate and 
then make some tradeoffs. We keep picking sort of low-hanging 
food or what is politically doable here, as opposed to constructing 
a program that now is in the middle of a dramatically escalating 
cost of higher education to students. 

This bill doesn’t meet that test in terms of doing that. You have 
done some good things in this legislation, but we have also left out 
the consideration of a whole range of issues and topics. And when 
a student has to think this process is going to cost me another 
$5,000, I think it is a difference in considerations. So that is that. 

I want to hear your points on the Pell Grants. I didn’t under- 
stand, Mr. Boyle, you didn’t address the Pell Grant in your oral 
testimony. Can you tell me where your association is? Are you for 
the cap that is in this bill between now and 2011 on Pell Grants? 

Mr. Boyle. I addressed the year-round Pell Grant. 

Mr. Miller. I know, but are you for the cap? 
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Mr. Boyle. I would like to see Pell Grants higher in the ideal 
world, hut I think that the basic reality is — 

Mr. Miller. Do you support the cap, what is it? 

Mr. Boyle. I would like to see it higher. 

Mr. Miller. So you don’t support the cap? 

Mr. Boyle. No. 

Mr. Miller. OK. Dr. Martin? 

Dr. Martin. I would like to see the $5,800 and say, “Such sums 
thereafter” if we have to do it that way. 

Mr. Miller. So you would not support the cap? 

Dr. Martin. I would like to see the flexibility go up when we 
have the funds to do it. Grants are the most important thing. That 
is our highest priority has been grants. 

Mr. Miller. Ms. Wasserman? 

Ms. Wasserman. I don’t support the caps. 

Mr. Miller. Dr. Reed, Chancellor Reed? 

Dr. Reed. I testified that the Pell program was the most impor- 
tant program to the California State University students. I would 
like to see it increased. 

Mr. Miller. Again, we are in this configuration. Somehow we 
can’t help those students who need it the most in this calculation. 
And I just think that those of us on this Committee really have got 
to put together a comprehensive bill. To put a cap on the Pell at 
this point when we think we are looking at continuing escalation 
of these costs is just to tell a lot of students at the bottom they are 
not going to be able to make it in this situation. 

We are starting to see some of this in the California system al- 
ready, are we not? 

Dr. Reed. We are. We are trying to hold our costs down as much 
as we can. We entered into an agreement yesterday with the Gov- 
ernor that, one, that our increase in fees would be tied to personal 
income increases in California, although there was an emergency 
provision except when the state’s budget goes down. But then that 
was even capped at 10 percent. 

So there is tremendous sensitivity to what you are saying. Con- 
gressman Miller. And, as I said, the Pell is the single most impor- 
tant — 116,000 of our students are Pell students in the CSU. 

Chairman BOEHNER. Will the gentleman yield? 

Mr. Miller. Yes. 

Chairman Boehner. Not all of us are for increasing the Pell. 
Now we have a dual process in here for those who aren’t aware 
that we authorize and then we appropriate. The current authoriza- 
tion, maximum authorization for Pell is $5,800. We are at $4,050 
as the maximum award that is appropriated. Now for every $100 
increase in the maximum award, the cost to the Treasury is $400 
million. And as this wave of students continues to approach, that 
number is going to be a half a billion dollars for every $100 in- 
crease. 

Now one of the things that you have all heard me say as mem- 
bers of the Committee is that I am not for some silly authorization 
level that is not realistic. I think it is duplicity. I think what we 
ought to do is to try to have the authorization numbers and the ap- 
propriation numbers as close as possible so that people aren’t mis- 
led into thinking that we are going to do something — 
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Mr. Miller. Oh, we will never be misled again after the other 
bill. 

Chairman BOEHNER. Turn your microphone on. 

Mr. Miller. We will never be misled again after No Child Left 
Behind. Don’t worry about that. 

Chairman BoEHNER. Georgia. 

Mr. Miller. Well, we won’t. We now know that it doesn’t work 
that way. But reclaiming my time, this Committee ought to be say- 
ing to the appropriators, to the Congress, and to the nation, this 
is what an education policy should be if you are going to take care 
of the wave of students, the students of little income who are fully 
qualified to go to college so that they can participate, this is what 
we should be doing. That is why we are called the policy Com- 
mittee. 

If the appropriators don’t want do this, I guess they won’t do it. 
If the administration, this administration, other administrations, 
past administrations don’t want to do it, obviously they won’t do it. 
But we ought to be setting forth in law the means by which you 
can achieve an education policy that addresses the full spectrum of 
American students and families that are looking for this oppor- 
tunity. 

As I said, I think you have done good things in this bill. I don’t 
want this to become a partisan fight. I think this bill is terribly im- 
portant. But I don’t think that we have in a comprehensive fashion 
addressed all of the possibilities where we can reapportion some of 
these costs in a more fair fashion. That is all I am trying to say. 

And I don’t say that as throwing down the gauntlet or any of the 
rest of this. I think that we have got to work our way through it, 
but we have got to recognize that this landscape has changed dra- 
matically. A lot of it, we are struggling to figure out how we can 
get the states to belly up to the bar here with a little bit more re- 
sponsibility and participation. 

So this isn’t meant as a broadside. It is just I think you see some 
glaring problems here that are going to be huge, and certainly in 
the Pell Grant area. We have got do deal with this now. We have 
got to deal with it this fiscal year. I just don’t think this bill meets 
that test, Mr. Chairman, and it is not because it hasn’t been a good 
faith effort and it is not because people haven’t worked hard. I just 
don’t think we are there yet. 

Chairman BoEHNER. Well, I would just suggest to my colleague 
and my friend that this is the first hearing on the first proposal. 
This is the beginning of what will be a very long process. 

Mr. Miller. Mr. Chairman, let me say this for the record. This 
is a rather unusual experience in the Congress of late where we ac- 
tually have a bill that is in writing and then we have people come 
in and publicly comment on it, and I want to thank you for that, 
because I think that is the way we will end up. All of these wit- 
nesses have varying views on different subject matters. That is the 
manner at which we will arrive at a bill where people have a 
chance to pull it apart, look at it, and then hopefully, we can come 
back together and take this advice. 

And I would also like to ask unanimous consent to insert in the 
record some statements by the president of my alma mater. Dr. 
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Corrigan, and the National Consumer Law Center, if I might, who 
also are testifying to this particular bill. 

Chairman BoEHNER. Without objection, so ordered. 

[The information referred to follows:] 
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Statement of Dr. Robert A. Corrigan, President, San Francisco State 
University, Submitted for the Record 

uiiairman Boehner, Ranking Member Miller, and distinguished members of the committee, I am 
submitting written comments for the record concerning H.R. 4283, the” College Access and 
Opportunity Act of 2004”. 

I am the president of San Francisco State University, a 28,000-student public, urban university 
located in the city of San Francisco. We award undergraduate degrees , master’s degrees and 
offCT several joint doctoral programs with other institutions, Minority students comprise nearly 
70% of our student population. 

Our univereity is a part of the 23'Campus California State Univereity (CSU) system, the largest 
university system in the country, currently serving more than 400,000 students. 

I am aware that the Chancellor of the CSU system, Charles Reed is testifying on this legislation, 
so 1 will focus most of my comments on areas of particular interest to SFSU. 


Pell Grants 

First let me say a word about the federal commitment to student aid overall. Given the ever- 
increasing level of debt that our students must incur, 1 believe it is critical for the federal 
government to do as much as it can to ensure access to grants for low-income students. 

San Francisco State University, like the CSU system itself, secs its mission as providing a high- 
quality, broadly accessible education to the students of our diverse state. A key element of 
accessibility is affordability, and so, as a part of this mission, the campuses of the California 
State University have made a commitment to keep student fees as low as is consistent with 
quality. 

Even with low fees, financial aid remains a critical component of our ability to serve a diverse 
student population. Financial barriers continue to be very real obstacles to a college education for 
many of our students despite federal, state and institutional aid. The extraordinarily high cost of 
living in the Bay Area and other large California cities is one component of the increased cost of 
attendance. But transportation, childcare, and housing are issues statewide. Even with some of 
the lowest student fees in the nation, the California State University has tens, even hundreds of 
thousands of students dependent to some extent on financial aid. 

At SFSU, almost half of our students receive financial assistance. Despite low fees, the amount 
of unmet need— that is, expenses students face even after financial aid is factored into the 
equation - amounts to almost S30 million per year. Our average financial aid award is $8,941, 
even though our fees are just over $2,500. The actual cost of attendance, including housing, 
books, transportation and other living costs, is approximately $12,000. The gap is money that 
students must still find. They will do so by borrowing more money than we would like from 
private loan programs, by working longer hours than they should, by enrolling part-time rather 
than full-time, by taking entire semest^s off and stretching out the time it takes to get their 
degree, or by maxing out credit cards. None of these are desirable choices, but f am sad to tell 
you that some of our students must make them every day. 

I present these figures to highlight the need for the federal government to continue increasing 
financial aid and investments in other higher education programs. I urge the committee to amend 
this legislation and increase the Pell Grant maximum award levels, increase funding for SEOG, 
and increase the authorization level for Work Study. I would also urge the committ^ to make 
loans more affordable and flexible for students by continuing allow them to lock in low fixed 
consolidation rates. These commitments are truly essential for ensuring college access for 
disadvantaged students. 

I appreciate the committee’s efforts to pmvide additional Peil Grant funds to students for year- 
round study. However, a large number of our Pell Grant recipients are non-traditional students 
who do not attend college full time and are not able to graduate in four, or even five, years. As 
written in this bill, the requirement that in order to participate in year-round Pell, an institution 
must have a 30 percent graduation rate for four years will not work for institutions that serve 
large populations of non-traditional students who would benefit most from the flexibility 
provided. For SFSU students, it would be more beneficial to permit utilization of Pell Grants for 
students who enroll for summer study in order to complete their remaining degree requirements - 
even if they don’t need to enroll full-time - rather than having them enroll for an entire term in 
the subsequent academic year. Such a provision should be open to students at any Title TV 
eligible institution, and I urge you to add such a provision to the bill. 
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Community Semce 

San Francisco State is committed to a culture of community service and service learning, with 
nearly 20 percent of our Federal Work -Study funds being used for community service activities. 

I would like thank the committee for making the change to allow on-campus child care work as 
an 

allowable community service activity, and would like to suggest several additional changes for 
improving this important part of the Federal Work-Study Program. 

First, create additional financial incentive for colleges that surpass the 7% mandated level 
for community service. It is vital for colleges to have some financial support for the 
coordination and management of a high-quality program. Incentives might include additional 
funds for administration, staff, program innovations or support for community partners. 

Second, waive the current federal work-study matching requirement for all community 
service positions. In addition to the current waiver for literacy programs, I would suggest 
extending the waiver to include all community service work-study positions that meet certain 
criteria for appropriate and meaningful work in the community. While this does not increase the 
amount of federal work-study funds received by institutions, it decreases reporting and payment 
burdens and increases the attention on these positions.. 

Finally, create a separate administrative allowance for community service work-study. 
There are unique and time-consuming challenges associated with administration of a community 
service work -study program. In addition to the current administrative allowance for all federal 
work-study programs, a separate allowance could be created specifically for administration of 
community service programs. This will bring heightened awareness to the need for 
administration that goes above and beyond standard work-study management, such as 
development of off-campus positions, transportation, orientation, supervision and evaluation. 


FWS Earnings from Summer Period of Non-Enrollment 

San Francisco State University and other institutions have been innovative in offering Federal 
Work-Study community service positions that are meaningful and make a difference in 
communities. A number of highly successful programs that employ students in community 
service positions have year-round operations. However, the requirement that FWS earnings from 
a summer period of non-enrollment be used as a resource in the upcoming school year 
particularly impacts students who have to support themselves in the summer and who might want 
to do so by working in those programs, and discourages them from taking community service 
positions in programs such as Jumpstart. 


Child Care Access Means Parents in School (CCAMPIS) 

The Child Care Access Means Parents in School program has been a great success at San 
Francisco Slate University. More than 1 50 of our low-income students have been able to receive 
high quality child-care on campus through this program. Otherwise, without this program they 
would not be able to complete their education. 

Unfortunately, this program is greatly underfunded and cannot come close to meeting the 
demand of more than 4,000 schools that are eligible for funding. Currently, only 430 schools 
receive grants in 44 states. Just a few changes to this program will make a big difference and I 
ask the committee to consider three recommendations; 

1. Raise the minimum grant to $30,000 (or more). The present minimum is just $10,000. 

For many institutions of higher education, this is not worth the effort to complete a full 
federal application. Grants offices on large campuses often pass over small ©•ants in favor of 
those that are more cost effective. 

2. Change the definition of low income to include student who is income eligible to 
receive a Federal Pel! Grant.” The present language defines low-income student as a 
student “eligible to receive a Federal Pel! Grant.” Rather than do the paperwork, most 
colleges choose to serve only those students receiving Pell. But numerous low-income 
students do not receive Pell and some do not apply. And even the lowest income ©aduate 
students are ineligible. Adding the word “income,” before “eligible,” in the CCAMPIS 
language will provide child care to a greater number of deserving low-income students and 
encourage more institutions of higher education to apply for CCAMPIS. 

3. Authorize $75 Million for the CCAMPIS Program. Even with minimal publicity and a 
cumbersome application process, every CCAMPIS dollar that has been appropriated has been 
awarded. $75 million represents less than 7.3 tenths of 1% of the $10.3 billion Pell Grant 
appropriation for FY 2002-2003. At a modest ©ant of $70,000 per center, $75 million would 
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be sufficient to fund about one quarter of the over 4,000 colleges and universities eligible to 
apply. 

Loan Forgiveoess 

I would like to commend the committee for increasing the amount of loan forgiveness available 
to math, science, special education, and reading teachers in this legislation. I would also like to 
suggest expanding the provision to address the severe nursing shortage we now face in California 
by allowing similar mandatory loan forgiveness for nurses serving in shortage areas. 

In closing, I would like to voice my concern with several other provisions of this bill that I hope 
you will reconsider including the single definition provision, repeal of the 90/1 0 rule and 
changes to the repayment provisions in the direct lending program that may restrict student 
choice. 

Members of the committee, I thank you for taking the time to consider my testimony. 
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Statement of the National Consumer Law Center, the Center for Law and 
Social Policy, and The Workforce Alliance, Submitted for the Record 
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Written Testimony 

U.S. House of Representatives Commiitee on Education and the Workforce 
Hearing on the College Access and Opportunity Act 

May 12,2004 

Thank you for the opportunity to submit this testimony on H.R. 4283, the College Access and Opportunity 
Act. The Center for Law and Social Policy (CLASP), The Workforce Alliance (TWA) and the National 
Consumer Law Center (NCLC), on behalf of its clients, have proposed a number of key changes to help 
modernize the Higher Education Act (HEA) to support economic development and better meet the needs of 
business and workers. These proposals arc summarized in the attached document. 

Our written testimony today focuses primarily on the importance of preserving key provisions that protect 
borrowers from fraud and abuse. We hope to have the opportunity in the future to comment in more detail 
on other aspects of the proposed legislation, in particular student loan repayment and issues related to 
serv'ices and grant aid that increase enrollment and persistence by working adults and older youth. 

For now, we commend provisions in H.R. 4283 that remove barriers to postsecondary education for non- 
Iraditiona! students, such as allowing year-round Pell Grants, simplifying access to financial aid for those 
who have already documented financial need for other federal means-tested programs, decreasing origination 
fees, and ending the unfair distribution of campus-based funds by changing the allocation so that funds 
follow the neediest students. 

But we cannot support provisions that open the door to fraud and abuse in the name of increasing access for 
non-traditional students, as we detail below. Instead, we encourage you to consider the following ways to 
increase enrollment and persistence by working adults and older youth through services and grant aid that 
help them better balance school, work, and family. These include: 

• Reducing the “work penalty" so that single, independent students and students with dependents keep 
a greater share of their earnings. Exclude the Earned Income Tax Credit from the need analysis; 

• Strengthening ties between colleges and business workforce needs; 

• Streamlining access to financial aid for dislocated workers; and 

• Expanding on-campiis services that support success for working adults and older youth, including 
Federal Supplemental Educational Opportunity Grants and Student Support Ser\'ices. 

Borrowers Must Be Protected From Fraud and Abuse 

During reaulhorization of HEA. Congress has the opportunity to make higher education more accessible for 
non-traditional students, including many working adults and older youth. We urge you to seize this 
opportunity, but with caution. Innovations and reforms must be balanced against the danger of repeating 
past abuses. 

Congressional hearings during the 1990s documented extensive abuses, primarily by proprietary schools 
participating in federal student loan and grant programs. ‘ Congress and the Department of Education 
eventually addressed these abuses, passing targeted protections to assist victims and prevent future problems. 
The good news is that many of these laws were aggressively enforced and helped curb fraud and abuse. The 
bad news is that serious problems still exist. 

As recently as 2003, the Department of Education’s Office of Inspector General (OJG) made public seven 
audits documenting serious fraud and abuse in school administration of federal student aid programs. The 
Department recommended that those schools cumulatively return over S15 million to the Department, 
lenders and students. Also in 2003, the Department’s Office of Hearings and Appeals, in 1 0 separate 
decisions, ordered schools to return over $3.3 million. And these are just the schools that the Department 
investigated.^ 


' See, e.g., “Abuses in Federal Student Grant Programs, Proprietary Sdux?! Abuses", Hearing before ihe Pennanent Subcommittee 
on Investigations of the Committee on Gos ernniental Affair^:, U.S. Senate, [04''’ Cong. C sess, July 12, 1995. 

^ These numbers are based on a review of the audits and hearing decisions related to "Federal Student Aid’’ tiiat were posted on the 
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Problems cited inckided: 

• Schools closing without warning; 

• Routine fabrication of financial aid documents; 

• Falsification of ability-to-benefit test results; 

• Widespread failure to comply with the 90/10 rule; 

• Overstating program length; and 

• Disbureing funds to ineligible students. 

In addition, in an August 2002 audit, the OIG found that the Department did not have an effective 
monitoring system in place to ensure that approved ability-to-benefit test publishers comply with applicable 
laws. 

The Chronicle of Higher Education documents further problems in a recent article.^ The article describes 
numerous federal and state investigations of abuse within the for-profit college sector. Among other issues, 
according to the article, the California attorney genera! is examining whether for-profit colleges are 
misrepresenting the value of their programs and graduates’ job prospects. 

These problems are not confined to the federal loan programs. Especially in the last few years, serious 
problems have emerged in the private student-lending sector. For example, a 2003 survey by the National 
Association of State Administrators and Supervisors of Private Schools sliowed that in 2002 over 1 00 
computer training schools closed in the 23 stales that responded to the survey. Of those schools, only 25 
provided any advance notice of the closing.”* 

Key Protections 

We limit our comments today to two key protections that would be eliminated by H.R. 4283. The first is the 
90/1 0 rule, which requires that proprietary institutions derive no more than 90 percent of their revenues from 
HEA program funds. The primary rationale for the rule, as confirmed by a GAO study, is that schools that 
rely more heavily on student assistance tend to have poorer student outcomes, including lower completion 
and placement rates and higher default rates.^ The rule does not prohibit students from receiving full 
financial aid to attend school. It simply requires a school to derive at least 1 0 percent of its revenues from 
other sources. 

In recent years, investors have flocked to purchase education-industry slocks. The industry is, for the most 
part, prospering like never before. According to the Chronicle of Higher Education, the eight largest 
education companies now have a combined market value of more than $36 billion.^’ The simple logic of the 
90/1 0 rule is that these prospering private-sector businesses should be able to attract a small, reasonable 
percentage of their revenues from sources other than public HEA funds. 

A second critical set of protections that w'ould be eliminated are the so-called 50 percent rules. These rules 
prohibit schools from providing half or more of their students’ coursework through correspondence or 
telecommunications classes or having half or more of their students enrolled in such classes. 

We support the idea of allowing more students to access distance education courses. Distance education can 
provide important benefits for students, particularly “non-tradilionar’ students who work outside of school. 
The problem is that this bill proposes to open up the system without any safeguards. Potential abuse could 
be unacceptably high. 

We urge Congress to proceed with caution. Presently, the distance education pilot project, administered by 
the Department of Education, allows many schools relief from the 50 percent rules and other requirements. 
This project should be expanded and monitored closely. In the meantime, essential questions must be asked 
and answered. For example, how is the quality of distance education measured? Are all courses appropriate 
for distance education? What about hands-on training such as auto mechanics or cosmetology? How can we 
be sure that students that enroll in distance education have the proper technology at home so that they can 
benefit from the courses? 

Past fraud and abuse in the proprietary sector caused immeasurable harm. Students trying to achieve their 
dreams too often ended up with nothing but mountains of debt. The door to this type of fraud cannot be 
reopened. At the same time, fear of fraud alone is not a reason to inhibit innovation and progress. Instead of 
the wholesale elimination of these protections, we recommend that Congress immediately undertake a non- 
partisan study of current fraud and abuse in federal financial aid programs and of the effectiveness of the 
various protections, including ihe 90/10 rule, the 50 percent rule, default rale sanctions, incentive 
compensation rules, and minimum instructional time and completion and job placement requirements. In the 
meantime, it is critical to presen e those protections that have been effective in curbing fraud and abuse and 


Depanmenfs website. In many cases, the schools did noi agree wiih the audit results. 

^ Goldie Blumenstyk, "For Prufil Colleges Face New Semliny”, The Chronicle of Higher Education, May \A, 2004, 

As of May 2004, thesmd\ was available on-line at: hUp:/.'xv\v\v nasas{>s.com 'Coinputcr-Sun ev-NASASPS-4-22-03 pdf 
^ See General Accounting Office, "Proprietar)' Schools; Poorer Student Outcomes at Schools that Rely More on Federal Student 
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restore to full strength those protections, such as default rate sanctions and incentive compensation rules, that 
have been weakened over the years. 

Disability Cancellation 

As we stated at the outset of this testimony, we would like to have the opportunity to comment in the near 
future about other key aspects of this legislation, particularly student loan repayment and various grant aid 
issues. In closing, however, we want to note one other provision that, although well-intended, will not 
achieve its desired result. 

The bill amends the disability cancellation determination process so that borrowers who have been found 
disabled by the Social Security Administration (SSA) or Veterans Administration (VA) may submit 
documentation of these determinations to qualify for a student loan disability cancellation. We support the 
intent of this provision, but the provision as drafted would only allow borrowers who have been found to be 
“permanently and totally disabled” by these other federal agencies to submit documentation to the 
Department of Education. This will not be efTective because the SSA and VA utilize a tiered system when 
making disability determinations. They do not use the same terminology as the Department of Education. 

The bill should be amended so that borrowers may submit evidence of any type of disability determination 
by the SSA or VA to qualify for a student loan disability cancellation. Qualified borrowers will then be 
monitored by the Department of Education during the three year conditional cancellation period. If drafted 
effectively, this provision will streamline the disability determination process, save money, and more 
efficiently allow qualified borrowers to cancel their loans. 


Testimony prepared by Deanne Loonin of the National Consumer Law Center. Amy-Ellen Duke and Julie 
Sirawn of the Center for Law and Social Policy, and Jason IVatsh of The Worlforce Alliance. 

The National Consumer Law Center (NCLC) is a nonprofit organization specializing in consumer issues on 
behalf of low-income people. NCLC works with thousands of legal services, government, and private 
attorneys, as well as community groups and organizations nationwide that represent low-income and elderly 
individuals on consumer issues. 

The Center for Law and Social Policy (CLASP) is a national, nonprofit organization founded in 1968. 
CLASP conducts research, policy analysis, technical assistance, and advocacy on issues related to the 
economic security of low-income families with children. 

The Workforce Alliance (TWA) was founded In 2000 to bring experts from the field into Washington 
debates about federal welfare, workforce development, and higher education policies. TWA is a national 
coalition of local leaders advocating for federal policies that invest in the skills of America’s workers— 
including those who are low-income, unemployed, or seeking advancement— so they can better support their 
families and help American businesses better compete within today’s economy. 


Mr. Miller. Thank you. 

Chairman BOEHNER. The Chair recognizes Mr. Petri. 

Mr. Petri. Thank you very much, Mr. Chairman. As we struggle 
to find the resources to meet our obligations to help provide access 
to education for students, I wonder if I could ask the panel mem- 
bers to turn their attention for a minute to the Direct and Guaran- 
teed Student Loan Programs. About a third of the loans are direct 
and two-thirds are guaranteed student loan programs. The General 
Accounting Office has reported that in a number of years, the Di- 
rect Loan Program has netted money, not cost money to the Treas- 
ury. The Office of Management and Budget said of the Direct Loan 
Program recently, “Significantly lower direct loan subsidy rates call 
into question the cost-effectiveness of the guaranteed program 
structure, including appropriate level of lender subsidies.” 

And on May 3rd, the Wall Street Journal reported that next year 
the Direct Loan Program will, according to its analysts’ estimates, 
make $500 million for the Treasury and the Guaranteed Program 
will cost $7 billion to the Treasury. Now if that is anywhere near 
true, we have an opportunity to come up with some money to meet 
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some obligations in both the loan and other areas. Would any of 
you care to comment on the implications of those figures? 

Dr. Martin. Mr. Petri, I am not an economist, but I have read 
different reports that have been done throughout the years about 
the differences between the Direct Loan Program and the FFEL 
Program and which is more costly and which saves the government 
money and so on. I don’t have a firm answer to that because I have 
read too many different things depending on the spin that has been 
put on those particular reports, and I am not smart enough to be 
able to break that down. I think it is a good question that you ask. 

I do think as an association we strongly support maintaining 
both programs for choice. I also think that the bill that is before 
us now that looks us and recaptures some of what many of us be- 
lieve are some excessive earnings out there in the programs is a 
step in the right direction. I know that my colleagues in the lend- 
ing community probably aren’t happy with that provision, but I 
think it is reasonable and fair to ensure that those dollars are com- 
ing back in so that we can continue to support need-based student 
financial assistance. 

Dr. Reed. I cannot speak for those government figures. I can 
share with you, though, that in a 23-university campus, 23 cam- 
puses, we support keeping both programs. Eleven of our 23 univer- 
sities are in the Direct Lending and 12 are in the guarantee. What 
we have seen is better services to students because we do have 
both, and we think that competition has made both programs bet- 
ter. Therefore we would support both. 

Mr. Petri. In that connection, the President’s budget indicated 
that it costs taxpayers approximately 69 cents to lend $100 through 
the direct program and $10.51 to lend $100 to a student under the 
guaranteed loan program. Do you think that competition makes 
sense if you could get the $10? 

Dr. Reed. I don’t know that those are the correct figures. I know 
you are quoting something. 

Mr. Petri. It is just our President. 

Dr. Reed. But I can tell you that both programs work. Both pro- 
grams work very well. If there are greater efficiencies, we should 
really strive to get those so that we can put those funds back into 
students’ hands so that they can be the beneficiaries of that. 

Ms. Wasserman. Congressman, I think that that is an important 
question and I don’t have necessarily a better answer to that spe- 
cific question, but I do think that as we ask those questions we 
need to ask why — we support Direct Lending, we think it is a real- 
ly important program — why is it being attacked in states like New 
York and Oregon and California where you see Direct Lending Pro- 
grams under attack? 

So I think we should be looking at how we can at least support 
the Direct Lending Program as we figure out where those monies 
are going and how to support both, possibly. 

Mr. McKeon [presiding]. Thank you. Mr. Kildee? 

Mr. Kildee. Thank you, Mr. Chairman. First of all, I would like 
to acknowledge the students who are in the back of the room for 
being here today. I know some of you have come at some expense 
to your academic needs and your other needs. I really appreciate 
it. Your presence itself today provides great testimony to this Com- 
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mittee. So we deeply appreciate you being here. Your presence is 
effective, let me tell you. You are really the customers of education 
and we should be focusing on you. That is our primary responsi- 
bility so thank you again. 

Mr. Boehner has said that the cost of keeping the fixed rate rath- 
er than changing it to a variable rate would cost $21 billion over 
5 years, emphasizing that we should be budget-neutral. One of the 
reasons that I guess we have to be budget-neutral is that this ad- 
ministration and Congress, not with my vote, gave up $2 trillion 
of revenue over the next 10 years, $2 trillion. That is $2,000 billion. 

We are talking about $21 billion. Now you can’t separate your 
votes on taxes and your votes on authorizations and appropria- 
tions. I voted against those $2 trillion in tax cuts because I knew 
it would get ourselves in these types of situations where we now 
have to short change students. 

Now I didn’t go get a lot of applause back home when I voted 
against $2 trillion in tax cuts, but I think it was the right thing 
to do. I think our future is students. So the $21 billion, if that is 
the right figure which Mr. Boehner is using, is a small part of 
$2,000 billion, which we gave up in revenue. We could certainly use 
some of that revenue to fund these programs. 

So always bear in mind that how a person votes on taxation is 
just as important as how the person votes on authorizations and 
appropriations. You can’t separate the two. 

Ms. Wasserman, thank you very much for being here. This bill 
sets the maximum Pell Grant at $5,800 and freezes it there for the 
next 6 years. That figure, $5,800, Mr. McKeon and I put in place 
for this year and the reauthorization in 1998. 

That was a very pleasant reauthorization in 1998. President 
Clinton used that authorization room, to raise the maximum Pell 
Grant from about $2,300 to $3,750. That is what it was when he 
left office. President Bush has raised it during his last 3 years 50 
bucks, 50 bucks. That is almost an insult, 50 bucks, where Presi- 
dent Clinton raised it from $2,300 to $3,750. We gave him room, 
and I think we need more room. We set policy, as the ranking 
Democrat of this Committee said, we set policy here. We look at 
the needs and then the appropriation Committee can say how 
much money we have left and how should we set our priorities. 

But can you expand upon the need to raise the maximum Pell 
Grant and the effects it could have over the next 6 years for stu- 
dents? 

Ms. Wasserman. I think it is critical when we look at this reau- 
thorization, students really do look at it as an opportunity, an op- 
portunity to create real access. We all, I think when we went down 
the line, said the Pell Grant is one of the most important ways that 
we are going to create access. For this reauthorization to keep the 
maximum at the same level that it was set back in 1998 is ignoring 
all the realities we know to be true. We have more students going 
to school, more of them are low-income, tuition is rising, and we 
are going to be shutting doors to people from going to school if we 
don’t at least increase the maximum and create room for the Pell 
Grant in the appropriations process to get the full funding that it 
needs. 
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Mr. Kildee. I think we asked all four witnesses, but didn’t get 
down to Mr. Grayer yet on raising the Pell Grant. Would you also 
agree that the Pell Grant cap should be raised? 

Mr. Grayer. Say that again? 

Mr. Kildee. Would you also agree with the other four witnesses 
that the Pell Grant cap should be raised? 

Mr. Grayer. Yes, I think it should be raised. 

Mr. Kildee. Thank you. 

Mr. Grayer. But I would also like to state that earlier I mis- 
understood the question, I do not have a problem paying my debts. 

Mr. Boyle. May I add something on the Pell Grant? 

Mr. Kildee. Yes, sure. 

Mr. Boyle. I think it is important for families to recognize of 
course that the Pell Grant is a foundation grant for financial aid 
awards. And so the people that are receiving Pell Grants, when 
they receive their financial aid award, they are receiving institu- 
tion-based aid and institutions have stepped up to the plate over 
the last 10 years and provided additional funds in order to make 
college costs more reasonable for families. 

And so if the focus is only on Pell Grants and the fact that they 
are stuck at a certain level, I think that that can help to create a 
misperception by the public that that is the only source of avail- 
ability of financial aid. There are many sources of availability of fi- 
nancial aid. 

Mr. Kildee. But the Pell Grant is a basic fundamental help for 
those students so they will not be burdened with loan debt. 

Ms. Wasserman. Sadly, I think to respond to Mr. Boyle, instead 
of a focus only on the Pell Grant, what we are seeing is no focus 
on the Pell Grant, right? Because we are not increasing the max- 
imum authorization at all. 

Dr. Martin. Mr. Kildee, could I also speak to this issue? Because 
I understand, as someone that has watched this program since its 
inception, I realize that we have always had a higher maximum 
than what we have ever funded. And I understand Mr. Boehner’s 
concern about having a mark out there that is unrealistic and gives 
false expectations. But I also think it is important that we have to 
recognize that this is a foundation program. And I do agree that 
we have shifted dramatically in this country over the last 20 years 
from reliance upon grants to student loans. And maybe that is the 
reality of what we have to deal with. 

But I would say to the Committee, and regardless of where we 
set the maximum and so on, and I have my own views on that, but 
let me suggest another policy decision that was a part of our rec- 
ommendation that I think also addresses and goes to what the 
issue is with Pell Grants. Pell Grants is the foundation program for 
the neediest students in this country. And one of the recommenda- 
tions that we had was is that at least fund the negative EFC. 

So if you have a student that their expected family contribution 
is in the negative, and we currently calculated down to $750, that 
student should be entitled to that difference on that negative 
amount. So if they had a negative EFC of $500, that means that 
that student in two semesters would get an additional $250 the 
first semester and $250 the other. That ensures that those limited 
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increases are going to the neediest students that are enrolled in 
our post-secondary educational institutions. 

Mr. Kildee. Thank you. 

Mr. McKeon. Let me just real quickly ask you each a real quick 
question. Would you all like a Cadillac? Mr. Boyle? 

Mr. Boyle. No. 

Mr. McKeon. What would you like? 

Mr. Boyle. I would like a very nice Chrysler car. 

Mr. McKeon. OK, we will give that to you. 

Dr. Martin. Whatever gets me to where I am going. 

Mr. McKeon. Would you like one? 

Ms. Wasserman. Accessible education. 

Dr. Reed. A Ford. 

Mr. Grayer. A Cadillac. 

Mr. McKeon. One very honest guy, thank you very much. I 
think we are all talking the same way. We all would like to have 
a whole lot of things. In fact, I guess if the human persona, if we 
ever get to the point where we have everything we want, then what 
are we here for then? What is our goal? What pushes us for more? 

We had a study done by the Student Financial Aid Commission 
and they showed that over the last 20 years the cost of education 
has been going up at four times the rate of people’s ability to pay 
for it. And that means that by the end of this decade, 2 million stu- 
dents that we would like to provide education for are not going to 
be able to get that. So what we are trying to do, it would be nice 
to have unlimited funds, we do not have unlimited funds. And the 
Chairman that sits in this chair I think tried to address that situa- 
tion very well. We are given a budget, we have a number that we 
can work with. And then we try to say if given that budget, where 
do we want to put our emphasis? And when the Higher Education 
Act was passed in 1965 the purpose was to provide access to as 
many people as possible. And that is what we are trying to do. 

So we are trying to put our resources on the front end rather 
than the back. 

Now there has been some things said about Pell Grants. You can 
do a lot of things with numbers. And that philosophy of trying to 
help more people have access, yes, the maximum has been $5,800. 
It has not changed for the last few years. But we have been able 
to give over a million kids more a Pell Grant. 

So you have got two things. You can increase the maximum and 
pay more to some students or you can keep the maximum the same 
and give more aid to more students. But it has gone up almost in 
the time I have been Chairman from $6 billion to $13 billion. That 
is the number. The money is there and it is helping more students. 

Chancellor? 

Dr. Reed. Mr. Chairman, may I just say this. You have a most 
difficult job, and I want to recognize that, because you are trying 
to balance politics, reality, budgets, deficits, taxes. 

Mr. McKeon. And a war. 

Dr. Reed. And a war. OK, I don’t want to go there. 

Mr. McKeon. Except that it was talked about — 

Dr. Reed. But that is a part of your reality, OK. 

Mr. McKeon. Right. 
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Dr. Reed. Now what I want to say for America and America’s 
public policy, I am very concerned, as a person that has spent 
about 30 years in higher education and in politics, about what is 
happening in America. What I see is if you are middle class or bet- 
ter, economically a little better off, and frankly not very smart, 
your chances of getting a college education are very good. If you are 
real bright and economically not very well off, you have an 80 per- 
cent chance of not getting a college education, because you can’t af- 
ford it. And there are more and more haves and have nets in this 
country. And so what your public policy debate really is is how do 
you balance this? 

Now, I don’t know. Maybe what the authorization ought to do is 
to continue knowing that you are not going to fully fund Pell at any 
time, but you ought to set the bar so that it continues to move, so 
that there is this obligation, hope, that you can do that. And then, 
as this country can afford it, you fund what you can for the largest 
number of the most needy students, because they are the ones that 
need access in this country. 

Mr. McKeon. We have a markup going down at the other end 
of the building in the Armed Services Committee, which I also 
serve on, and in that Committee we are very careful to authorize 
what we think will be appropriated. We work very carefully. Here 
it has had a history of not doing that at all. I am sure at the end 
of the day we will probably be doing what you suggest. My time 
is out and the Chairman has returned, and I will give him back 
the chair. 

Before I do that, could I just make one quick little — for Ms. 
Wasserman, you made a comment about we are giving up our free- 
dom of speech. I would like you to look at the bill and read pages 
19 and 20 and if you can, for the record, find anything in there that 
takes anything of freedom of speech, would you please insert that 
in the record, give me an answer in writing? 

Ms. Wasserman. You want an answer in writing? 

[Answer not received.] 

Ms. Wasserman. I can talk a little bit about it now. I think that 
the concern is that it creates this Federal oversight of our class- 
rooms and our activities, both official and unofficial, and will re- 
strict our ability — I have read the bill, and I think that it will re- 
strict the options and things such as funding, who we are bringing 
to speak on our campuses. I think the oversight on this is very 
problematic. We are looking at the Federalization of higher edu- 
cation on our campuses. 

Chairman BoEHNER. We have a series of votes on the floor. We 
are going to take questions from Ms. McCarthy, who is next on our 
list on the other side. And at the conclusion of her questioning, we 
will recess the Committee until approximately 1:15 for the series 
of votes that we have on the floor. 

The Chair recognizes the gentlelady from New York for 5 min- 
utes. 

Mrs. McCarthy. Thank you, Mr. Chairman. I am hoping that as 
we go through this hearing and work together, that we will be able 
to accommodate an awful lot of the issues that have been brought 
up today. I also want to say hello to Mr. Goodling. It is good seeing 
you in the audience. 
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Chancellor Reed, I read your whole testimony, and with all the 
things that you were saying today, your recommending addressing 
the severe nursing strategy, my background is a nurse, so we have 
always had this shortage, but now it is at a crisis level we now 
face. By allowing mandatory loan forgiveness for nurses serving in 
the shortage areas, Mr. chancellor, I am going to be introducing a 
bill next week, H.R. 934, Teacher and Nurse Support Act, that en- 
courages individuals to enter and continue in the teaching and 
nursing professions by amending the Higher Education Act to pro- 
vide loan forgiveness and loan cancellations to teachers and nurses. 
To be eligible, the teachers must be employed full-time for teachers 
and teaching for five consecutive complete school years at a school 
that is at an under-served school district. Nurses must be full-time 
nurses for five consecutive complete years in a clinical setting or 
as a member of the nursing facility at an accredited school of nurs- 
ing. I will be sending you that information. I would like your input 
on it. 

But in your testimony also you talked about Trio and GEAR-Up. 
I am very involved in those programs back at home, but I have also 
been working very hard on Project Grad, which basically is going 
into a school in my district that was taken over by the state and 
what we are doing is partnering with businesses. They are putting 
up the money for scholarships for these kids if they keep a 2.5 av- 
erage in leadership skills and everything else like that. 

When we started the program in my district 3 years ago, we 
thought we would have a hard time getting these kids together to 
get into this program because they have been, the only thing I can 
say is they have given up hope most of the time. Now we are seeing 
overwhelmingly these kids studying, raising their marks, because 
they actually have a chance of thinking about going to college and 
that is our step on doing that. 

So I hope this Committee will also look at Project Grad. It is 
working. We have programs out there that are working and we are 
hoping to finally, we are starting at the high school but we are 
working our way down now. But with the Trio and the GEAR-Up 
programs that are already in the grade schools, we think that in 
the end we are going to save an awful lot of money, especially for 
the kids that need special services. 

So with that, you also talked about students to pursue course 
work in careers in the fields such as science, technology, engineer- 
ing, and mathematics. And I am hoping that you might consider 
also having nurses in those programs. People don’t understand 
nursing is a lot of math and it is a lot of science. So I think they 
should be qualified. 

And with that, going with the Pell Grants, that is going to be a 
big debate and I know that. All of us here wish that we could have 
the money to make sure that every child that wants to go to col- 
lege — but I agree with you on the digital divide. A lot of my schools 
in the minority area don’t even have computers in the school. Don’t 
even have computers. So with that — 

Dr. Reed. Congresswoman McCarthy, I look forward to reviewing 
and reading and commenting on your legislation. One of the things 
that we have tried to do in the California State University in the 
nursing area is to build partnerships with our large hospitals who 
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are now providing in a partnership with us scholarships for nurses 
who will agree to work for that hospital for a period of 5 years and 
they will forgive their 4 year nursing scholarship to our institu- 
tions. We have a $15 million agreement between Long Beach Me- 
morial, which owns several hospitals in southern California, and 
the California State University/Long Beach. I would strongly rec- 
ommend that if the Federal Government could also be a part of 
this, you could do it in a matching, partnership way. 

Mrs. McCarthy. Thank you. We will look into that. Does anyone 
have any comments? Great. 

Chairman BoEHNER. The Committee will stand in recess until 
approximately 1:15. 

[Recess.] 

Chairman BoEHNER. The Committee will resume its hearing on 
H.R. 4283. And the Chair recognizes the gentleman from Ne- 
braska, Mr. Osborne. 

Mr. Osborne. Thank you, Mr. Chairman. And I would like to 
thank those of you for coming and thank you for sticking around 
while we had this lengthy series of votes. One thing that I would 
like to mention to you that has occurred to me is that there is a 
real world cost of money. So if somebody is out of school, maybe 
they are a doctor, maybe they are somebody who has gone into 
business, and they have got credit card debt where they are paying 
15 percent. They have got a car payment of 6 or 7 percent, house 
payment of 6 or 7 percent. And they also have a student loan pay- 
ment of 3.4 percent or whatever. It doesn’t take a genius to figure 
out which one they are going to pay off and which one is going to 
ride. 

And so it just seems to me that there is a basic fairness issue 
here. And naturally we would like to give students a break forever 
and ever. And I guess one of the solutions that I keep hearing here 
is, “Well, we just need more money,” and certainly that would be 
great. 

But even if we doubled the amount of money, at some point it 
seems to me we would still be making a basic choice. We would be 
saying are we going to help those who have already graduated from 
school or are we going to begin to help more incoming students? At 
some point that is the fundamental choice that you have to make. 

And so I guess everybody on this Committee would like to have 
more money available, and yet I hear complaints all the time about 
the Federal deficit. And so it kind of depends on what you are in- 
terested in. And so you want to maybe double the amount of money 
spent on education but you don’t want to see the Federal deficit go 
above $500 billion. As a matter of fact, you would like to see it 
down to zero. 

Same thing is true in the military spending. Same thing is true 
in Medicare. Whatever you talk about, it is the same deal. So there 
is a balancing act here that is going on. 

And I used to work with young people, most of whom were from 
lower socioeconomic situations. And many of them were walk-on 
football players. And they had to rely on Pell Grants and they had 
to rely on student loans. 

One of the concerns that I had that I would like to ask you 
about. Let’s say that you doubled the cost or the Pell Grant from 
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$4,000 to $8,000, do you feel that all of that would go to the stu- 
dent or do you feel that it might result in higher cost of education 
to some degree? I realize it is not a one-to-one relationship, but it 
seems like the more the Federal Government spends, the more rap- 
idly the costs accelerate. And that has been a concern. And I would 
like to have you comment on it. Maybe I am totally out of touch 
with reality, but maybe there is something to that. 

So any or all of you that would like to comment on that, I would 
appreciate hearing from you. 

Dr. Martin. Mr. Osborne, I have seen a couple of analyses pre- 
viously that have asked the very question that you have just 
raised, and that is, if we increase grant aid, does it correspondingly 
result in an increase in the cost of education. And the studies I 
have looked at would suggest that it does not. And I think probably 
in large part because of what you said, that there is not a direct 
correlation because it doesn’t go to all students. 

I think what Mr. Boyle said earlier this morning in the testi- 
mony is also important to note. And I think one of the things that 
we have observed, and I think he correctly pointed out, is that un- 
fortunately in many of the states their policies toward low tuition, 
particularly in public institutions have shifted. And many of them 
have moved now to a policy of either modest or high tuition along 
with additional student aid to try to make up to keep access avail- 
able for those students. And while there is certainly growth in 
many of the state programs, unfortunately states with the other 
pressures and so on, most of them have not been able to keep up. 
And so that probably has contributed as much as anything to part 
of the cost. 

In terms of the first part of what you were talking about, you are 
correct. All of us from time to time have to make very difficult 
choices because we have limited dollars. We will never have all of 
the money that all of us would like to have. 

And therefore if we are going to have to have limited dollars, the 
question is is what are the priorities? And I think the thing we 
have wrestled with this within my membership extensively. We are 
very, very concerned about the level of indebtedness that many of 
our graduates have when they leave our institutions. On the other 
hand, we also would like to believe, and strongly believe, and there 
is evidence to support this, that those students when they graduate 
are in a much stronger position and are able to earn more money 
over a lifetime without that education. 

And so it is a very positive investment. Our main concern is try- 
ing to make certain that with the limited funds that we have the 
first priority ought to go to keep the doors open for future students 
who without those funds would not be able to enter those institu- 
tions at all and even avail themselves of that opportunity. 

I recognize, I fully recognize that when you talk about changes 
or something and somebody says, “Hey, maybe I am going to have 
to pay an additional $5,000 on my loan,” we are talking about an 
amount there that is going to be amortized over about a 20-year 
period. And when I figured that out, it comes out to about $23 a 
month difference in terms of the payment for that person. 

Now I am sorry that that person has to do that, and all things 
being equal, I would rather they don’t have to. But that is about 
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what our average graduates were talking about in order to ensure 
that we have the money at the front end to do some of the improve- 
ments, some of the enhancements to this bill of trying to make the 
loan programs fair and better, reducing the origination fees, giving 
students the amount of money so they don’t have to go out and bor- 
row through private loan programs, through separate initiatives, 
giving students and addressing issues on repayment, when they 
are having problems with that so that they have got additional 
time. It takes money to do those things, too. And I think that has 
been the focus of the bill. I would like to see it expanded even fur- 
ther. 

One of the things that I like very much about Mr. Andrews’ bill 
is also on the back end with the consolidation, he provides some 
sensitivity depending on the relationship of your student loan to 
your income as a debt, to kind of look at that, to try to be sensitive. 
But it also doesn’t allow for somebody that is making $100,000 to 
suddenly lock in at a very low rate. And so we have got to find a 
balance here, and I think you are exactly correct. 

Dr. Reed. Congressman Osborne, I support what Dr. Martin 
says. In this country today if you are a high school graduate, your 
lifetime earnings are projected by the Department of Commerce 
and Labor to be about $1.2 million over your lifetime. If you are 
a college graduate with a baccalaureate degree, your earnings are 
going to be $2.1 million. So therefore those earnings are about a 
million dollars more. If you have to set priorities, which you do, our 
priority is to help those students that are in school or are going to 
come to school. If in the loan consolidation business, you are going 
to have some savings, then let’s put that into the students that are 
in school and help them. 

No. 2, back to what I said earlier, I would like to see this Com- 
mittee talk a little bit more about how can we assure that Pell 
loans consolidation, whatever you are going to do, helps the lowest 
income students, the students whose families struggle the most. 
Now that is very difficult and “fair” has lots of different definitions 
as to where you draw that line. But I think that focus needs to be 
debated and talked about. 

No, I don’t think increasing Pell will drive the cost of higher edu- 
cation up. There is a big spotlight on higher education. In Cali- 
fornia I can tell you that we went almost 10 years and never in- 
creased fees a penny, actually we reduced them 10 percent in 1997 
and 1998 when I first came to California. 

Now here is America’s problem: health care, corrections, all of 
these competing matters, transportation in the states are more 
competitive for the state revenue than they have ever been before. 
Therefore, higher education has a much harder time than they 
have ever had. So it has been maybe a little too easy to shift some 
of the state’s responsibility. It is really the state’s responsibility to 
pay for access to higher education and not shift as much in fees to 
students as the states have done in the last four or 5 years. 

Ms. Wasserman. Congressman, I have to say that I think that 
this talk about separate priorities, the students coming in the door 
or the students that have graduated, again, I will say that I don’t 
think that it makes sense, because I think then we are getting 
them in the door under false pretenses. If then they are saddled 



53 


with unmanageable debt when they leave, then that isn’t access. 
And pretending we are prioritizing the ability to get people in the 
door, it is just a false pretense. 

The reality is they won’t be able to come in the door because they 
are going to know that they cannot sustain those payments when 
they graduate. It will discourage the same students that are wor- 
ried about applying now because of sticker shock from worrying 
about how they are going to make those payments, how they are 
going to get through school. And I think that any proposals we look 
at, we need to look at any of the needs analysis proposals to make 
sure that they are really going to work for low-income students. So 
that means that if you are making a salary of $23,000, that you 
are not going to be stuck with, again, huge unmanageable pay- 
ments. 

Mr. Osborne. Well, my time is up and I will yield back, but I 
would like to say also that the ar^ment is true, we are in a static 
economy but we are in a dynamic economy, so incomes rise and 
fall, taxes, interest rates rise and fall, and it doesn’t seem to be 
wise to me to lock in something in a dynamic economy. 

I yield back, Mr. Chairman. 

Chairman BOEHNER. The Chair recognizes the gentleman from 
New Jersey, Mr. Andrews. 

Mr. Andrews. Thank you, Mr. Chairman. I would also like to 
thank the panel of witnesses for an outstanding job and for your 
patience in waiting while we had a series of votes. 

I have never been involved in a legislative process that was 
worth doing that did not involve compromise. And I have never 
been involved in a compromise that didn’t make someone unhappy 
about something. And I think the choice that is in front of this 
Committee is whether we are going to leave the status quo in 
place, which I think is unacceptable because it is not dealing with 
the stress and anxiety of rising college costs and shrinking afford- 
ability, or whether we are going to find the most equitable and in- 
telligent way to reach a compromise. 

I think, and I think Chairman Greenspan agreed when he was 
here a couple of weeks ago, that a better choice would be for us to 
extend Pell Grants and pay for it by scaling back a part of the tax 
cut. Unfortunately — or fortunately, depending on how you look at 
it, that is not a decision within the purview of this Committee. 
What is within the purview of this Committee is what to do about 
the student loan law. And I do hear consensus on the panel today 
that reducing or abolishing origination fees is a worthy goal. I 
think I hear consensus that expanding options for student repay- 
ment by income contingent repayment and other flexible repay- 
ment mechanisms is a worthy goal. I think I hear a consensus that 
offering loan forgiveness to people who go into critical professions 
such as nursing and teaching is a worthy goal. All of those worthy 
goals, each of those worthy goals costs money, and it is our job to 
balance off how to do that. 

I agree with the very difficult and controversial proposition that 
switching from fixed rate consolidation to variable rate consolida- 
tion is the right choice. I think it is the right choice. I only think 
it is the right choice if the $20 billion or so that is saved by making 
that switch is dedicated to helping students. And I would choose 
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to dedicate it by abolishing origination fees on subsidized loans and 
I would choose to dramatically expand repayment flexibility. And 
I would also choose to means test the question of who gets a fixed 
rate and who doesn’t. I think a compromise that we need to look 
at is whether certain students who have high debt and low-income 
should still get a cap on the interest rate they pay, and I think we 
should also look at other methods of achieving that same goal. 

One of the areas that I did hear some division of opinion from 
our students or student and recent graduate I wanted to ask them 
about, because I think your groups are ultimately the ones who 
matter most. I think I heard Ms. Wasserman say that she and her 
group are very concerned about raising borrowing limits because it 
could put people further into debt. And I heard Mr. Grayer say 
that he supports higher loan limits so a student can choose to bor- 
row more, and I assume he has to. I think I also heard Mr. Grayer 
say he would rather there be more grants but if a student has to 
borrow, the student has the right to borrow. 

Ms. Wasserman, why is Mr. Grayer wrong? 

Ms. Wasserman. I think that we are working within a political 
climate right now where we are seeing a bill right now that has 
no increases in the Pell maximum, right? And under this bill, I am 
looking at the prospect of raising loan limits is really frightening 
at the idea of adding to the - we are talking an average student 
debt of $18,900. 

Mr. Andrews. Can I give Mr. Grayer a chance to — Mr. Grayer, 
do you think that you should make the choice as to whether to bor- 
row more money or someone else should? Do you think that you 
should make that decision for yourself or do you think that we 
should do so by putting limits in the law? 

Mr. Grayer. I think it depends personally on the individual’s 
personal financial situation, because the decision that I will make 
based on my finances is not necessarily the decision that another 
student may make based on their finances. So I think then, too, 
when you have a difference in markets, depending on where you 
are located, I think that personally I would not give a definite an- 
swer to that question but say the issue should be a case by case. 

Mr. Andrews. Mr. Grayer also testified that he believes that the 
repeal of the 90/10 rule would permit more schools to open their 
doors to low-income students. And, Ms. Wasserman, you oppose re- 
peal of the 90/10 rule. Who is right, you or Mr. Grayer? 

Ms. Wasserman. I think it is important not to pit myself against 
Mr. Grayer. Mr. Grayer has — 

Mr. Andrews. But, ma’am, you took two different positions. You 
pit yourself against him. Is he right or are you right? 

Ms. Wasserman. I think that his story is very important when 
we look at the reality; this is an important story, to look at how 
someone was able to get through this college process, which is dif- 
ficult and hard to finance. And I think we heard that. I think the 
repealing of the 90/10 rule, when you look at the abuses of the past 
and the scams of the past, is a dangerous step. And that we do not 
want our for-profit schools entirely financed by Federal funding. I 
think that is what we are saying. 

Mr. Andrews. Are the students at Mr. Grayer’s school members 
of your association? 
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Ms. Wasserman. They are not. 

Mr. Andrews. Did you poll the members of your association for 
their position on this issue? 

Ms. Wasserman. Excuse me? 

Mr. Andrews. Did you poll the members, the million members 
of your association, for their position on this issue? 

Ms. Wasserman. We don’t poll them. They vote and give their 
opinion on how they feel about for-profits being federally funded 
completely. And we are very worried about the abuses and scams 
in the past and figuring out how to create opportunities now. 

Mr. Andrews, feght. 

Ms. Wasserman. And create real access. 

Mr. Andrews. Are there members of your association who are 
students at proprietary schools? 

Ms. Wasserman. No. 

Mr. Andrews. OK, thank you very much. 

Mr. McKeon [presiding]. Thank you. Mr. Ehlers? 

Mr. Ehlers. Thank you, Mr. Chairman. And let me just briefly 
before I get into my questions yield for a moment to the gentleman 
from Georgia for a unanimous consent request. 

Mr. Gingrey. I thank the gentleman and apologize for not being 
here for most of this very, very important hearing, which I am in- 
tensely interested in. Of course we are in the process of marking 
up the 2005 Defense Authorization Bill, and so you guys know how 
busy we are there. 

Mr. Chairman, I would like to ask unanimous consent to have a 
statement from the American Medical Association in support of 
H.R. 4283 submitted for the record, if there is no objection. 

Mr. McKeon. No objection, so ordered. 

[The provided material follows:] 
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Statement of the American Medical Association, Submitted for the Record 


On behalf of the medical student, resident physician, and physician members of the American Medical Association (AMA), we are 
pleased to submit this statement on the critical issue of the reauthorization of the Higher Education Act of 1965 (HEA). 

INTRODUCTION 


The AMA thanks the Chairman for his introduction of H.R. 4283, the “College Access and Opportunity Act” and urges a mark-up of 
this legislation. We appreciate the Cominittee’s efforts to assist college bound students in obtaining loans so that they may achieve the 
dream of higher education. If enacted, such efforts would provide additional oppoitunities for students to pursue graduate studies and 
allow the American workforce to continually become more diverse. As physicians, we believe diversity in all professions, especially 
medicine, is essential to all Americans. 

We are gratefiil that the Committee has included several provisions in its legislation that will assist students with their dream of 
obtaining a college education. We particularly support the provi.sions that would: 

• Preserve the Federal loan consolidation program; 

• Repeal the “Single-Holder” rule; 

• Mandate lenders’ full-disclosure of consolidated loan terms; 

• Reduce Stafford loan origination fees; 

• Increase Stafford unsubsidized loan limits for graduate students; 

• Allow dekyed student loan repayment plans; and 

• Require lenders to report loan payments to all national credit bureaus. 

The average college student graduates with $20,000 in student loan debt, This figure jumps for professional students, including 
$109,500 for graduates of medical school. Due to high debt-to-income ratios, assistance by the Federal government is equally 
important once a student receives his or her diploma, as it is prior to embarking to college. 

If enacted, H.R. 4283 would assist more students in entering college through increased student loan opportunities; however, paying 
back those loans is a difficult endeavor for most students. Recognizing the budgetary constraints facing the Committee, we 
respectfully request that this Committee continually take into consideration the importance of assisting graduates with affordable 
repayment plans. 

AMA APPLAUDS PROVISIQNS IN H.R. 4283. THE “COLLEGE ACCESS AND OPPORTUNITY ACT OF 2004” 


Preservation of the Federal Consolidation Loan Program 

The preservation and improvement of the Federal loan consolidation program in the forthcoming reauthorization of the HEA is an 
important issue for AMA members. The program plays a critical role in enabling new physicians to manage the enormous debt they 
incur during their medical education. While physicians represent only a small percentage of those who consolidate student loans, 
consolidation is crucial to them because of their levels of indebtedness. 

The average debt for medical school graduates in 2003 was $109,500. This flg;urc is up 5% from 2002. Repayment of student loan 
debt consumes about 20% of the average net income of starting primary care physicians (family practitioners, internists, pediatricians 
and general practitioners). Such debt is a tremendous hardship throughout the repayment period of the loan, but it is especially 
difficult during the years a physician is undergoing his or her three to eight years of training in a residency program. Almost all first- 
year residents make less than $38,000 a year, and this figure does not substantially increase throughout residency training. 

One consequence of being burdened with such an enormous student loan debt load is that many medical school graduates must go into 
higher paid specialties where the string salaries are higher and they can better afford student loan repayment. This could lead to 
shortages of family practitioners, internists, and pediatricians. Another consequence is the inability of new physicians to practice in 
public hospitals and in geographic areas where their income will be insufficient to allow payment of student loan debt. By 
consolidating their student loan debt, new physicians can cut their payments in half. This permits new physicians to consider working 
in pursuits and geographic areas they could not otherwise consider if they had to repay their loans over a lO-year period versus a 13 to 
30-year loan repayment period. 

Repeal of the “Single-Holder” Rule 

The AMA supports the provision in H.R. 4283 that would eliminate the “Single-Holder Rule” in the federal loan consolidation 
program. This provision would have the positive effects of broadening consumer choice and improving market competitiveness. 

The current law unfairly limits consumer choice in refinancing student loans, Presently, student (and parent) loan borrowers, who 
want to consolidate educational loans, must refinance through their current lender when all of their loans arc through a single lender. 

In fact, many loans of student borrowers are sold without the borrowers' knowledge. 

It is essential that all student loan borrowers be able to avail themselves of the best possible loan terms when seeking to refinance their 
debt. The “Single-Holder Rule” prevaits student loan borrowers from consolidating their student loans at the lowest cost. 


Full Disclosure of Loan Terms 

H.R. 4283 would also assure that loan consolidation lenders provide notice to loan applicants regarding various terms of a 
consolidated loan, including the interest rate, repayment schedules and the option to prepay loan amounts. The AMA supports 
requiring loan agreements to have “cl^ and conspicuous” notices in accordance with provisions in H.R. 4283. 

Reduction of Loan Origination Fees 

By 2010, H.R. 4283 would gradually reduce Federal Family Education Loan Program and Direct Loan program loan origination fees 
from three percent (3%) to one percent (1 %). Reduction of such fees will put more money in students pockets that can be used 
towards tuition, books, and living costs. The AMA supports such a consumer-friendly change in current law. 

Increased Vnsubsidized Stafford Loan Limits 

Under H.R. 4283, graduate unsubsidized Stafford loan limits would increase from $10,000 to $12,000. The AMA supports this 
increase, which could enable medical students from acquiring private loans that carry much higher interest rates. 




57 


Delayed Repayment Plan For Those Needing Repayment Assistance 

H.R. 4283 would initiate a two-year “delayed repayment plan” wh«e borrowers make scheduled payments of interest only or $300, 
whichever is greater. This provision would be especially beneficial to all resident physicians wIk) live on tight budgets during their 
training years. The AMA supports measures that would assist residents in making the transition from medical school to the residency 
training period easier. 

Protection of Borrowers ’ Credit History by Requiring Lenders to Report To All National Credit Bureaus 
H.R. 4283 would require lenders to report consecutive on-time n»nthly loan repayments, which could help borrowers establish a 
strong credit history. A strong student loan repayment history can help borrowers qualify for lower-cost financing options. The AMA 
supports this provision which would allow borrowers to take full advantage of their positive credit history earned through timely 
repayment of their student loans. 

AMA SUPPORTS EASING THE BURDEN OF BOTH OBTAINING STUDENT LOANS AND LOAN REPAYMENT 


The AMA is cognizant of the Committee’s budgetary concerns, but we would like to note that there are additional provisions that we 
would support if the Committee chose to include them in the reauthorization of the Higher Education Act (HEA): 

• Expansion of the Definition of “Economic Hardship ” Regarding Loan Deferment - Currently, resident physicians may 
qualify for a three-year student loan deferment period when falling under an “economic hardship,” The primary factors for 
determining economic hardship are the borrower’s income and his/her debt-to-incorae ratio. Unfortunately, under the current 
“economic hardship” definition, many needy borrowers do not qualify for loan deferment The AMA supports modifications 
to the “economic hardship” definition (e.g., elimination of the “220% rule”) allowing more student loan borrowers to qualify 
for deferment. 

• Extension of Student Loan Deferment Throughout the Entire Residency And Fellowship Period - Student loan deferment 
is granted to resident physicians for up to friree years when the resident qualifies under the “economic hardship” equation. 

The minimum duration for a medical resident is three years; however, some programs last up to seven years or more. 

Without the ability to defer, many capable individuals would be “priced out” of the opportunity to obtain a medical 
education. The AMA would support a provision that would extend student loan deferment throughout the entire length of a 
resident physician’s training period, including fellowships required for sub-specialties. 

• Preservation of Fixed-Interest for Consolidated Loans - Interest rates on student loans, including consolidated loans, are at a 
historically low point. Therefore, we support fixed-interest rates for consolidated loans in the current lending atmosphere. 
However, H.R. 4283 has a provision changing the current fixed-rate system to a variable rate for student consolidated loans 
with the rate capped at 8.25%. If a variable rate is in enacted, the AMA would support yearly limitations so that one’s 
interest rate could not junq> significantly, which could possibly make repayment difficult for borrowers. 

• Inclusion of Dependent Care Costs in the “Cost of Attendance” Definition • Currently, graduate school students are not 
allowed to include dependent care, dependent health insurance, or dependent living expenses as part of their "cost of 
attendance” when their financial aid packages are being considered. The AMA believes that the “cost of attendance” 
definition for medical education should be changed to include such dependent costs. If this were to occur then these costs 
would be recognized as part of the students’ budgets and educational expenses when determining graduate medical education 
financial aid. This would assist students who are also parents vrith their attendance and completion of medical school, while 
enabling them to adequately care for their dependents. 

• Increased Stafford Subsidized Loan Limits - Educational costs increase each year, Recently, some institutions of higher 
learning have mandated mid-year tuition hikes, which the AMA strongly opposes. Given the increasing costs of higher education, 
the AMA would support an increase in the maximum amount allowed for subsidized StefFord Loans. Such an increase could 
reflect the inflation rate of tuition fees, 

CONCLUSION 


Thank you for the oppoilunity to submit our views regarding the reauthorization of the HEA. The AMA looks forward to wmrking 
with the Committee on finding solutions to the critical issue of financing higher education for all American students. 


Mr. Gingrey. Thank you, Mr. Chairman. 

Mr. Ehlers. Reclaiming my time, I would like to just ask about 
a feature that there has been some discussion on, and that is the 
benefit for the 2 year interest only repayment option for borrowers 
if they request it. And I want to evaluate whether this is a positive 
or a negative thing. I will start out with Dr. Dallas Martin, and 
anyone else that wishes to answer may do so. 

Dr. Martin. Mr. Ehlers, let me say that I think we find that 
many times students when they first leave school are moving to a 
new location, establishing a new career, there is obviously cost as- 
sociated with that of getting an apartment, maybe buying a new 
wardrobe that is a little more appropriate for your new career than 
what we were able to wear in college. In many cases, students may 
be buying a new automobile or something for transportation, et 
cetera. And then on top of that they also have their loan payments, 
not to mention the deposits that they put down for utilities and so 
on and moving into a new place. 

And so it is very difficult sometimes getting off to that start. But 
we have found that if you give students, and technically in the law 
currently there is a provision that if you are behind you can go to 
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the whole of your loan and talk about forbearance. The problem is 
many students don’t realize that that option is available to them 
and so subsequently they get into trouble, begin to default before 
they learn that there was an option to help them out of this. Now 
they are not trying to be irresponsible of not repaying their debt. 
They just don’t have the means. 

And so we think that by making this up-front, making certain 
that every student knows that he or she is available for this option, 
doing it in a way so that they are least paying the interest on the 
loan so we are not going to end up with negative amortization, we 
think that that will be a positive benefit to assist students as they 
are coming out, getting established and then having the means to 
take over their credit responsibilities in a reasonable way. 

Mr. Ehlers. Thank you. Does anyone else wish to comment on 
that? 

Dr. Reed. I would say to use that very sparingly, to be very care- 
ful, because that is just going to add additional debt later on for 
the students, and so being very careful I think is best. 

Mr. Boyle. I would agree, and I think it speaks to the issue of 
financial literacy, which all the studies show that there is a tre- 
mendous degree of financial illiteracy among college students and 
graduates. And so without proper information about what interest 
only repayment means and advice on that, people get themselves 
into trouble. And with credit card marketing on campus, students 
may be doing interest only repayment and not know it by paying 
just the minimum payment on sometimes multiple credit cards 
that they take out and be digging themselves into a financial hole. 

Mr. Ehlers. I would just have two responses to that. First of all, 
once again, to illustrate the need for some improvement in our ele- 
mentary and secondary education programs to increase financial 
literacy. Second, I would be very interested to find out whether the 
students’ financial illiteracy is any greater than that of the popu- 
lation at large. And I suspect that it is not. That they are probably 
better off than many of their parents on that score. 

Dr. Martin. I would suggest, Mr. Ehlers, that if you looked at 
all of the students that have taken advantage of the current cli- 
mate to consolidate their loans with such low interest rates, it sug- 
gests to me that they are pretty savvy when it comes to financial 
literacy, maybe more so than most of our parents — not our parents, 
but we as parents. 

Mr. Ehlers. I suspect you are right. One other comment that I 
would like to enter into the record at this point on the previous dis- 
cussion. And I have served as a professor for some 22 years and 
frequently would have students come to me and say, “Well, I am 
not sure I can continue in school.” And I would say, “Why not?” 
“Well, my debt is getting too large.” 

And I proceeded to give them a short sermonette to the effect 
that I always encouraged them to continue in school, I encouraged 
them to borrow whatever they were able to borrow under the stu- 
dent loan program. I said it is the lowest interest rate you are ever 
going to have and it is the best investment you can make of any 
money you are ever going to have. And once you get out of school 
and graduate you may have $10,000, $20,000 in loans. That is 
probably the lowest debt level that you will have for 20 or 30 years 
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because you are going to buy a car and you will probably owe 
$10,000 at least on that, mortgage for a house, $100,000 to 
$300,000. It is going to make your student loan look so minuscule 
by comparison and particularly the interest rate. And it is the only 
investment you can make that is going to help you pay off all your 
other loans. 

And I think we just have to keep that perspective here. The stu- 
dent loan is the best deal that anyone can ever have because it in- 
creases their learning power and it is a lower rate than almost any- 
thing else. And let’s not lose sight of that as we discuss the loan 
picture. 

Thank you, Mr. Chairman. I yield back. 

Mr. McKeon. Thank you. Mr. Bishop? 

Mr. Bishop. Thank you, Mr. Chairman. And let me thank the 
panel for your comments here today. 

I have a rather broad question, and I should say that I come at 
this issue from the perspective of someone who spent 29 years as 
a college administrator before I came to the Congress and I spent 
seven or eight of those years as the director of financial aid. And 
my question is this, the fundamental premise of this bill is that it 
is a revenue-neutral bill. So my question is primarily to Mr. Boyle 
and to Dr. Martin and to Dr. Reed is in terms of how we order our 
national priorities, do you accept that fundamental premise? And 
if you don’t, why have you not come to us telling us that this is 
simply unacceptable? Why have you not come to us and tell us that 
higher education deserves to be a much higher priority than a rev- 
enue neutral proposition? 

And then I guess my more specific question is we have heard two 
statistics. Dr. Reed talked about a well-qualified student of limited 
means has an 80 percent chance of not going to college. And a Fed- 
eral commission estimated that because of financial considerations, 
over four million people will not have access to higher education 
over the next decade. And so my specific question is do you believe 
that this bill as currently written is going to appreciably cut into 
either of those numbers? Start with Dr. Martin? 

Dr. Martin. Mr. Bishop, if you take the assumption that this bill 
as written being revenue neutral, does it move the bar up to help 
students? The answer is, at least in looking at the Title IV pro- 
grams, the answer is yes, I think there are some improvements. 
Does it go to where we would like to see it go? Absolutely not. Do 
we believe that education ought to be a higher priority in this coun- 
try? Absolutely. No doubt about it. We have talked about this for 
years in terms of trying to deal with this and so on. But you and 
I live also in a realistic world where there are changes in budgets 
and deficits and politics and all the other kind of things that deal 
with it. 

Let me say, though, that this Committee, which is an authorizing 
Committee, and this is an authorization bill, in my opinion there 
are two areas in this bill that this Committee, if it wishes to direct 
more money to education, you can either make changes along the 
lines of some of the other things that we have talked about and ex- 
pansion, including Mr. Andrews’ bill, on the loan programs because 
they are entitlements and will be funded. You can add real benefits 
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to students, both in terms, conditions, limits, all the other things 
that you want to debate. 

You also in my opinion, while you can set a Pell Grant authoriza- 
tion level at a certain level, we still have to go to appropriations 
and get it. The proposal that we put forward on the negative ex- 
pected family contribution however if it was enacted would take 
that money from the current appropriations that are out there and 
it would least direct that to the poorest of the poor. Those are two 
areas where I think this Committee can make a difference. 

Mr. Bishop. May I interrupt for a second? 

Dr. Martin. Yes, you may. 

Mr. Bishop. With reference to assisting the poorest of the poor, 
which I would wholeheartedly endorse, how would you characterize 
or what is your position on the proposal in the bill to make at least 
a portion of Pell merit-based? 

Dr. Martin. My association has not taken a formal position on 
this, but let me give you a personal opinion, if I may. 

I think all of us want to try to ensure that students in high 
schools today are taking a rigorous curriculum to make certain that 
they are properly prepared to pursue post-secondary education. I 
think the idea of trying to recognize or provide some benefit to 
those students that do that is fine. 

My objection is, and while I understand that probably if this is 
enacted the state Scholars Programs will grow in the other states, 
but currently it is only in effect in 13 states. 

If I had my choice, what I would do is I would say this is that 
rigorous curriculum, which the state scholars support, and I would 
say to children in high schools across this country that if you 
achieve that curriculum and come out of it regardless of what pub- 
lic school districts you are in or what state or whatever, you are 
entitled to that additional bonus just like everybody else. And right 
now it will be limited and also you can have somebody with a min- 
imum Pell Grant that would be eligible for a maximum $1,000. 
Even under the proposal that I have proposed of the negative EEC, 
the maximum that any student could get, which are the poorest of 
the poor, would only be $750, because that is where we have the 
negative EEC. 

Dr. Reed. Congressman Bishop, one, there are many, many good 
things in this bill, and so we do support this bill. And I hope that 
you do that in your way of compromise. So it is a good bill for the 
many good things that are in there. 

No. 2, in part of my work life I was the chief of staff to the Gov- 
ernor of Florida for 8 years, and that was probably the single best 
education I ever received, l^at you are asking us who are biased, 
yes, I want you to put everything that you can in higher education. 
But as elected officials representative of this nation, I also know 
that you have to balance that because there are a lot of people who 
need health care. There are a lot of children who need services, a 
lot of elderly. I want to ride on good highways. I live in Los Angeles 
and you know what that is like. 

So it is a balance. What I worry about a lot is that higher edu- 
cation is about second or third on everybody’s list and it is not first. 
Yes, I would like to see it be first because of what I think it can 
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do for the citizenship of this country. But I realize that you have 
got to balance that and I trust you all in that balance. 

No. 2, the merit part I would oppose. The merit-based financial 
aid programs in this country have grown in the last 10 years at an 
enormous rate. I have a record, if you want to go back and look 
at it, I opposed the merit-based financial aid program in Florida 
when I was chancellor. The only thing that I can say today is all 
of my friends now are calling me up saying, “You said so, you were 
right. What a mistake.” And what it has done it has tied the hands 
of the legislature. And I don’t want to see you tying your hands the 
way those programs were tied. 

Now, coming back, figuring out what the gentleman said earlier 
about how we can help the most needy students is the most impor- 
tant thing that you can do because if we can help them and help 
them get an opportunity to get a baccalaureate degree, then they 
will help this country by paying more taxes and contributing more 
to their communities. 

Mr. Boyle. On the issue of merit-based versus aid based on 
need, this week’s Chronicle of Higher Education has a survey of a 
1,000 parents and 34 percent right now are claiming that their 
families are receiving merit-based scholarships. But of those par- 
ents who are on their way to college, doing my math here, 72 per- 
cent expect that their son or daughter will be getting an academic- 
based scholarship. And so part of I think our collective role is to 
educate families that we all have very special children but they 
may not be eligible for academic-based scholarships. 

And I think that returning to the system of 20 years ago where 
aid is based on need and it is much cleaner and it is a much more 
understandable system and if someone is able to meet the entrance 
requirements of a university, then they should be able to get the 
aid that they need. 

Mr. Bishop. Thank you, Mr. Chairman. 

Chairman BOEHNER. The Chair recognizes the gentlelady from 
Minnesota, Ms. McCollum. 

Ms. McCollum. Thank you, Mr. Chair. I have been reading the 
bill so I have a couple of questions, but I think I am going to basi- 
cally direct them to the Chair to get me some information. But I 
think you also might have some light to shed on these issues. 

So, Mr. Chair, I have been going through here and I have noticed 
numerous, numerous reports that the colleges have to be filling out 
to comply with, academic achievement, information to the public, 
and there are consequences to them for not fulfilling these reports. 
Many of these reports are in statute. Some of these are an expan- 
sion to statute. And I am wondering if we ran any kind of cost 
analysis on average what it is going to cost the higher education 
institutions to comply with this law? 

Chairman BoEHNER. There are no new reporting requirements 
for institutions of higher education until 2008 and only for those 
institutions who have increased their tuition at more than twice 
the rate of inflation for the 3 years leading up to that. 

Ms. McCollum. Thank you, Mr. Chair. Reclaiming my time, 
2008, so because it is a projected increase to the colleges for doing 
these reports in 2008, I am just to ignore and not have any infor- 
mation on what it is going to cost the colleges? 
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Chairman BOEHNER. These are for only institutions who raise 
their tuition and fees at more than twice the rate of inflation. 

Ms. McCollum. Thank you, Mr. Chair. On the GAO study, be- 
cause I wasn’t part of the working group that put this bill to- 
gether — it is on page 29 of the bill — it says that “They shall con- 
duct a study of policies and procedures of institutions increasing 
their costs.” That is one of the studies I referred to. There is noth- 
ing in here I see that asks GAO to state what the individual states 
have done where the colleges are located, if they have cut their 
support for financial aid or their support to the institution. And I 
have a question as to whether or not under — well, are books in- 
cluded in here with what is going on with textbooks? Because I 
hear that from students all the time with what is going on with 
their textbooks. Is that considered part of the total cost of the edu- 
cation under the report? 

Chairman BoEHNER. I think we are only looking at tuition and 
fees. 

Ms. McCollum. Well, you need the books to take the class. I 
think maybe we need to take a look at that. And if we are really 
going to be holding the colleges accountable for what is happening 
or the technical schools accountable for what is happening to their 
tuition, I think we have to look at what the states are doing. 

The states have been negligent for the large part, and maybe Dr. 
Martin would like to expand on this some more, for being involved. 
I know in my state 20 years ago, when the Federal Government 
was on hard times and the state was on hard times, we cut higher 
education. And they talk about all the increases on higher edu- 
cation. Well, folks, all the increased on higher education don’t 
match what has happened in the last 20 years with inflation to 
higher education. 

So we are not talking about where the base should be had it 
never been cut. And I think that holding schools accountable for 
fees that they can control is legitimate. When the state of Min- 
nesota cuts higher education 14 percent, the U of M is opening its 
doors to the freshmen class and for those returning 6 months later, 
it is kind of stuck. And I don’t think that that is fair not to include 
that, and maybe someone from the panel would like to elaborate 
on that. 

Chairman BoEHNER. Well, if the gentlelady would yield, and I 
won’t take this off your time, but I agree with you entirely. The 
states for the last 25 years have systematically shifted their re- 
sponsibility in higher education from themselves onto the backs of 
the Federal taxpayers. And if you look at the explosive growth both 
of Pell Grants and of student loans, you will see that we are pick- 
ing up a far greater share and it hasn’t slowed down at all, espe- 
cially over the last 10 years. And if you look out over the next 10 
years, you will see that the Federal Government’s share of the cost 
of higher education will continue to explode exponentially. 

Anyone on the — 

Ms. McCollum. Mr. Chair, you made my point why we need to 
include it. Dr. Martin? 

Dr. Martin. I think Dr. Reed made this point earlier in terms 
of doing it, and he probably has more experience about this than 
I do because of his position, but we have seen a shift in terms of 
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many states adopting policy positions that have moved from a phi- 
losophy of several years ago of low tuition, particularly in state- 
supported colleges and universities, to modest to middle to even 
high tuition with the idea that we will make the difference so that 
we still have access by increasing out state aid programs. The un- 
fortunate part of that is is as we have gone into that policy, in 
many cases the state aid has not kept up proportionately to the 
other costs. 

And you are right, when we cut back on that and change that, 
I agree with Dr. Reed that there are a lot of competing priorities 
out there in statehouses across the board. And quite honestly high- 
er education frequently is on the tail end of those priorities, unfor- 
tunately. And the reason is because they still recognize that many 
people will still pay the price because of the benefits and so they 
can get away with raising tuition and fees in public institutions 
easier than they can in not addressing other kinds of priorities that 
the state has, including many of the unfunded Federal mandates 
that have been imposed on them even by the Federal Government. 

So it is a balancing act. It is very, very difficult. And we recog- 
nize it. But I would agree with you on this that if we don’t begin 
to pay some attention to doing this, as we keep going in this kind 
of imbalanced direction, and we keep depending only upon credit 
financing to do this, to finance higher education, we are going to 
do a terrible disservice to this country, and particularly when you 
look at the changing demographics and the wave of people coming 
forward. And if we do not spend the resources to provide education 
and skills to those people, this country will lose the prominence 
and the richness and many of the virtues that we have today. 

Chairman BOEHNER. The Chair recognizes the gentleman from 
Georgia, Mr. Isakson. 

Mr. Isakson. Thank you, Mr. Chairman. Dr. Reed, I apologize 
that I was not here to hear personally your testimony or that of 
the other panelists; however, I read your testimony and I wanted 
to particularly thank you for your comments with regard to dis- 
tance education. I thought you put it very succinctly about the en- 
vironment we were in in 1998 and the one we find ourselves in 
today, which is a sea change. 

I would like to ask you, however, are you comfortable with the 
accountability and administrative procedures governing distance 
education today as it now exists? 

Dr. Reed. Well, if I said no I would be indicting myself. And I 
don’t want to do that. Yes, I am. It can get better. It will get better, 
because we are kind of learning as we are doing, and I think that 
that is what we will need to continue to do. And I think, back to 
Congressman McCollum’s first statement, this Committee could 
look at all of the reporting that is required by those of us in higher 
education and help lower some of the administrative cost burdens 
but also keep in place the kinds of accountability that we really 
need to have and report to you so that we are responsible and ac- 
countable for your resources. 

Mr. Isakson. Thank you. I noted your comment about the accred- 
iting agencies, too, and although you included them in the same 
statement with yourself, my observation is they have come light 
years in the past two or 3 years in terms of accreditation of dis- 
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tance learning and are really up to speed now I think compared to 
where there was some reluctance to even address it five or 6 years 
ago. Is that correct? 

Dr. Reed. That is correct, and we will see that get better. I am 
proud that the Western Association of Schools and Colleges has led 
that effort but so have all the other regional accrediting organiza- 
tions really improved in the last couple of years. 

Mr. ISAKSON. And my last question, and pardon me for concen- 
trating just on that subject but it is one I have had a great interest 
in for some time, I have felt three or 4 years ago when we really 
started investigating this that this would allow us to reach so 
many of what I call non-traditional students and also had the dis- 
tance learning and also had the promise of alleviating some of the 
enrollment and some of the overcrowding problems experienced in 
some of our colleges and universities. Is that in fact now a reality? 

Dr. Reed. That is in fact a reality. I have pushed as hard as I 
can as the chancellor of the university system to see our faculty 
maybe only have to have their students come to class instead of 3 
days a week, 2 days. And that other day through the use of tech- 
nology, through the lab, through video, that they could then use 
that to be a part of their learning experience and enrich what they 
have done. This morning I was sharing another story about dis- 
tance education. The movie industry in California is desperate for 
animators. And not to make cartoons but that is the way movies 
are being made. Well, all of the industry came together and asked 
the California State University to help them out and if they would 
contribute money, but what they have ended up doing is contrib- 
uting staff. 

And so the folks at Disney, the Spielbergs, have donated their 
staff, who by television, by computer, by the Web are teaching stu- 
dents in San Jose today how to be animators. And they are very 
successful. They are producing more animators than some of the 
institutions in the LA Basin and are very proud just because of the 
kinds of students that San Jose has. 

So it is working and it can get better. 

Mr. ISAKSON. Well, my last, and this is really a comment, we 
were doing a lot of the stuff on the 15 percent rule and the 12-Hour 
rule and some of the other things that were impediments really for 
distance learning. We had a lot of faculty members at universities 
who were very reluctant to embrace it because of the relationship 
with a student and not having the face to face time. I recently had 
a professor at a university in Georgia comment that he had fought 
it for so long because he felt like it deprived students of access 
until he remembered that when he got home at night he would just 
take his phone off the hook and his students couldn’t get him but 
he cannot deny his e-mail, they can get him any time they want 
to. 

So I thought that was an interesting comment in terms of the 
faculty and student relationship. 

Thank you, Mr. Chairman. 

Chairman BOEHNER. The Chair recognizes the gentleman from 
Massachusetts, Mr. Tierney. 
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Mr. Tierney. Thank you, Mr. Chairman. I thank all of you wit- 
nesses for your testimony today. I apologize for missing some of it, 
but I found it to be very forthcoming and direct and helpful. 

Dr. Reed, because you are involved in managing a campus I 
wanted to ask you a question. We talk in this bill about tuition 
hikes compared to the Consumer Price Index. I have a little experi- 
ence with higher education situations and it strikes me that the 
Consumer Price Index and what it measures in terms of products 
in the basket might not even be close to what institutions experi- 
ence, energy costs, security, technology, and facilities. 

I had an alternative with other members here, Ms. McCollum 
and others, that would have asked the Department of Education to 
establish a higher education price index that we hoped would be 
more reflective of the kinds of costs that colleges and universities 
experience. Do you think that is worth pursuing? Do you think 
there is in fact a disparity between the CPI and the real index that 
would affect colleges and universities? 

Dr. Reed. I do think it is worth pursuing. I don’t know what all 
is included in the price index of higher education. 

Mr. Tierney. But do you think it is different than the regular — 

Dr. Reed. But I do want you to know that I entered into an 
agreement yesterday with the Governor of California, as my col- 
league at the University of California did, where we have agreed 
to tie our future fee increases to a personal income increase of the 
citizens of California. 

Mr. Tierney. So if I am correct, your tuition can’t increase any 
more than the rate of income? 

Dr. Reed. Personal income. 

Mr. Tierney. That was at a mean rate of income or an average? 

Dr. Reed. It is an average. 

Mr. Tierney. So when Mr. Schwarzenegger makes another 
movie, that thing can go up like crazy? 

Dr. Reed. Yes, that is right. 

Mr. Tierney. I think you got taken there. I don’t want to say 
anything. Dr. Reed, but you were taken to school on that one. 

Dr. Reed. And there was a provision in there if there is some 
huge emergency we can increase fees up to 10 percent but it is 
capped at that. But the real focus was back on the tie to the per- 
sonal income. 

Mr. Tierney. Thank you. The campus-based aid issue, and I 
open this up for anybody who wants to address it or whatever, does 
anybody have any evidence that institutions are currently getting 
any part of the campus-based aid to students who do not have an 
unmet need? 

Dr. Martin. No, the students that receive the campus-based aid 
have to be eligible to meet the criteria, Mr. Tierney. So, no, there 
is no student getting money now that is not eligible. 

Mr. Tierney. That is my point. So when I read this bill I have 
the real concern that it is going to result in some students not get- 
ting the aid they need and others getting aid that they need. And 
it seems like we are getting into a beg your neighbor type of situa- 
tion on that. So I just wanted to clarify that point and make sure 
that we are all on the same page. 
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The proprietary schools issue. There is a lot of concern that we 
put in protections against fraud and abuse some time in the 1980’s 
because of the scandals that were out there and now there is some 
indication in the National Student Loan Data System that in 2001 
reports that proprietary schools for that year, 2001, had an overall 
default rate on student loans of 9 percent contrasted with a 5.3 
percent for public colleges and 3.5 percent for private colleges. 
Should we still have a concern about the possibility of a fraud and 
abuse in proprietary schools if we abolish the 90/10 rule? And if we 
do still have that concern and if we still do abolish the 90/10 rule, 
what other protections might you recommend we put in place to al- 
leviate any concern about fraud and abuse? 

Dr. Martin. Mr. Tierney, I don’t know about the 90/10 thing, let 
me make a comment about the differences I think on the default 
rates. If you look at everything I have ever read about default rates 
is there is a tendency of people who have higher incomes are more 
likely to be able to pay their loans off more rapidly and are less 
likely to default than people that have modest means. If you look 
at the economic make-up of students who are enrolled in different 
sectors of higher education, there is a relationship if you looked at 
community colleges or say proprietary institutions and that they 
probably have a higher proportion of lower income students in their 
institutions than would certain other sectors. 

This doesn’t mean, this doesn’t mean that people that have mod- 
est economic means are not serious or responsible about paying 
back their debts. It is not an unwillingness to repay. In many cases 
they find themselves after they are out with lower paying jobs or 
whatever, that they don’t have the ability. And so there is a higher 
propensity of some of those people not to be able to manage their 
debt. 

Mr. Tierney. May I interject something, Mr. Chairman. Do I 
have your allowance to do that? I know I am a little over my time. 
But aren’t we talking about the whole universe of these students 
all being financially eligible to get these loans so they are all pretty 
much in that financial category? So a lot of the institutions may 
have more of a student, these students we are talking about whose 
payment rates are being judged are pretty much the same kettle 
of fish here. They are all eligible financially for these loans so they 
are all pretty much in the same circumstance. So I am not sure I 
follow your logic when you compare the institutions. 

Dr. Martin. I was just trying to compare, maybe I misunder- 
stood you, Mr. Tierney, but I understood that you were talking 
about differences of what are the default rates by sectors in post- 
secondary education? 

Mr. Tierney. I did, but basically I think I don’t draw that to be 
that because a school might have a lot of wealthier kids and than 
some poorer kids that that somehow leads to them not having a 
payment schedule because all the kids getting the loans are in the 
same economic area. It seems to me that those protections work 
and even with those protections in place, we are finding a higher 
default rate on these proprietary schools because of the way they 
are structured than we do in the public and the private institutions 
on that. And I see Dr. Reed nodding a little bit there. You might 
want to help me out here if I am not explaining it clearly enough. 
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Dr. Reed. Yes, I think you are correct. I think it is a part of the 
due diligence and the responsibility of these institutions and I 
think the more you make the information you have public, the bet- 
ter. California State University, we are mostly poor students. Our 
default rate is 3.7 percent. I want it to get better. But it is some- 
thing that my board pays attention to and makes us report pub- 
licly. And I think the more we can do that, the better. 

Mr. Tierney. And do you have a comment on how we would, if 
we were going to remove the 90/10 rule of proprietary schools, how 
would we then ensure against fraud and abuse if they are already 
higher than your institution and others like it? 

Dr. Reed. I don’t know. 

Mr. Tierney. OK. 

Chairman BoEHNER. If the gentleman would yield? 

Mr. Tierney. Mr. Chairman wants to be a witness? 

Chairman BoEHNER. Well, I want to be helpful. When there were 
serious problems in the 1980’s with certain types of institutions. 
Congress slapped multiple layers of accountability on these institu- 
tions where the abuse was coming from. And many of us believe 
that 90/10 is inhibiting schools from going into very poor neighbor- 
hoods and offering students a chance in those neighborhoods. 

And if you look around the country, you will see a lot of institu- 
tions that were once there, in large urban centers especially, are 
no longer there. And I believe and others believe that the account- 
ability provisions still in the law are more than sufficient to pre- 
vent the abuse that we saw back in the 1980’s and early 1990’s in 
that 90/10 is in fact overlapping and redundant and frankly unnec- 
essary. 

Mr. Tierney. Reclaiming my time, and I appreciate that. I pretty 
much knew what your theory was and I was sort of giving you that 
in my question just for argument sake. Assuming that you get rid 
of the 90/10 rule and looking at the facts of saying either with the 
90/10 rule proprietary schools aren’t doing anywhere near as well 
as public colleges and private colleges, my real question what other 
protections do we put in place because in my estimation the exist- 
ing ones aren’t enough if the ones we put in the 1980’s still aren’t 
doing the job, the existing ones aren’t enough, what would you sub- 
stitute for the 90/10 if you wanted to get rid of the 90/10 and that 
was really where I was going. 

So I was almost willing to give you your argument that you think 
that those might be the wrong set of situations there but clearly 
something is needed to do a better job than we are doing now. And 
if you take away the 90/10, I didn’t know if anybody had any sug- 
gestions of what they thought we might replace it with in order to 
try to bring those numbers down. Ms. Wasserman, you do. 

Ms. Wasserman. Yes, I think I know that there has been work 
by the National Consumer Law Center and the Workforce Alliance 
to look at things like doing a non-partisan study to figure out 
where the fraud and abuse lies because some statistics are that 
just in 2003 the Department of Education’s Inspector General made 
public seven audits documenting serious fraud and abuse in school 
administration of Federal aid. Those schools had to return over $50 
million to the Department, lenders and students. 
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So there is fraud and there is abuse. And we do need to find out 
more about that. I think keeping the rules that we have, keeping 
the protections that we have and then doing the research to figure 
out what are those other things that we can do, are positive steps 
that we should look at in this reauthorization. There are still 
schools that are closing. In 2002, over 100 computer training 
schools closed in 23 states. Of those schools, only 25 provided ad- 
vance notice. So there are real issues, and I think we do have to 
make sure that students are protected. 

Mr. Tierney. I thank the witness. Mr. Chairman, I thank you for 
your indulgence. 

Chairman BOEHNER. The Chair recognizes the gentleman from 
Texas. I am sorry. Dr. Reed has got to catch a plane and so. Dr. 
Reed, you are excused. We don’t have to go through all the reasons, 
but the Chair recognizes the gentleman from Texas, Mr. Hinojosa. 

Mr. Hinojosa. Thank you, Mr. Chairman. I ask for unanimous 
consent that my opening statement be allowed to be entered into 
the record. 

Chairman BoEHNER. Without objection. 

[The prepared statement of Mr. Hinojosa follows:] 
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Statement of Hon. Ruben Hinojosa, a Representative in Congress from the 

State of Texas 

1 would like to thank the Chairman for calling this hearing today on H.R. 4283, The 
College Access and Opportunity Aci . This bii! addresses the core issues of access to 
higher education for low-income families. It is of critical importance to the Hispanic 
community. 

As I look through the provisions of H.R. 4283, The College Access and Opportunity Act, 

I get the uneasy sense that we are letting opportunity slip through our fingers. Although 
this bill reaffirms federal support for the core student aid and institutional aid programs, it 
breaks no new ground, and in the case of HSls and the single definition of institutions of 
higher education, takes us into dangerous new territory. 

I am pleased to see steps to expand the reach of TRIO programs to new grantees. 

Likewise, a number of the amendments to HSls are just what we have been advocating. 

However, this bill does not take these programs to a new level. TRIO, GEAR UP, and 
HEP and CAMP will still only reach a small fraction of those who need these services. 

The HSI provisions do not include graduate education — a significant omission. 

Furthermore, the bill changes the focus of the HSI program from developing the capacity 
of institutions that belong to the community to diverting resources to institutions that 
belong to individuals. 

In its zeal to produce a budget-neutral bill, the best the majority can muster is a status quo 
piece of legislation, a bill that lakes small steps around the edges when we need to move 
forw'ard by leaps and bounds. We can and must do better. 

We are all aware that demographic trends and w'orkforce demands are going to severely 
strain our system of higher education. Our population of college-aged students is the 
largest it has ever been. This growing cohort of college-aged students is increasingly 
low’-income, first generation, and minority. We have enormous gaps in access and 
attainment. The highest achieving low-income students only enroll in college at the same 
rale as the low'est achieving high income students. The Hispanic community has the 
lowest rate of college degree attainment any community - from bachelor’s degrees 
through Ph.D.s. There is a gap at every level. 

We also know that postsecondary education is the ticket to the modem workforce. Our 
nation will be depend upon this generation of college-aged students to support social 
security and to repay the ballooning national debt. This mountain of debt is a legacy that 
this Congress and this Administration are leaving for generations to come. 

The Advisory Committee on Student financial assistance has warned us in no uncertain 
terms that unmet financial need is barring hundreds of thousands of qualified, low'- 
income students from pursuing a college degree every year. Jay Green of the Manhattan 
Institute has w'amed us that only 32 percent of all students, 20 percent of African 
American Students, and 16 percent of Hispanic students leave high school prepared for 
w'ork at a four- year college. Finally, a recent report funded by Sallie Mae warned us that 
Hispanic families do not have the information they need about financial aid, and 
therefore, do not believe that college is possible for their children. 

We must heed these w-amings and seize the opponunily that this reaulhorization presents 
us. We must ensure that no college qualified student is barred from pursuing a college 
degree because of financial need. Furthermore, we must ensure that no college qualified 
U.S. high school graduate is barred from college because of their immigration status. 

This Committee should be at the forefront of advocating the passage of the Student 
Adjustment Act. 

We must expand the outreach programs such as TRIO, GEAR UP, HEP and CAMP so 
that families and students are prepared for college. It is unconscionable that in the 2C’ 
century all young people are not prepared for college, 

Finally, w'e must expand the pool of individuals attaining advanced degrees - in 
particular in the Hispanic community. We must not let this reaulhorization pas by 
without adding a graduate program to Title V for Hispanic Ser\'ing Institutions. 

I look forward to working w'iih al my colleagues on the committee to achieve these goals. 

They are attainable. 
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Mr. Hinojosa. Thank you. I am sorry to see Chancellor Reed 
have to leave but I will ask my questions then to possibly Dr. Mar- 
tin and the other gentleman. 

I thank you all for coming to testify today. Your testimony in 
support of strengthening, actually it was Chancellor Reed who gave 
testimony in support of stren^hening Hispanic-serving institu- 
tions, HSFs, establishing a graduate program for HSFs is one of 
the top priorities for the Congressional Hispanic Caucus and to the 
Hispanic community from West Coast to East Coast and some of 
the territories. 

Could you please discuss the implications for higher education 
research and industry if we do not raise the level of advanced de- 
gree attainment in the Hispanic community. Dr. Martin? 

Dr. Martin. Mr. Hinojosa, I fully support obviously trying to 
make certain that we do what we can to ensure that we have equal 
participation in our society from all people. And I think to the de- 
gree, if you look at who goes on to obtain higher education grad- 
uate professional degrees, obviously we have a lot of under rep- 
resentation not only in the Hispanic community but within some 
of our other minority communities in this country. 

I have long believed that anything that we can do to strengthen 
that and recognize maybe some additional need-based aid in the 
graduate and professional areas is important. While this particular 
provision is not the topic that necessarily falls under our associa- 
tion directly, I think that it is a good idea to address this issue, 
to see what we can do to strengthen those institutions and to pro- 
vide that kind of support for those individuals. 

Mr. Boyle. I agree. At the suggestion of the GEAR-Up group, we 
participated in Feria Educativa Fair in South Florida in December 
and were literally besieged by hundreds of Latino parents who 
were wanting more information about how they could better under- 
stand the process of preparing, applying to, and financing of col- 
lege. And we at our group of College Parents of America are ac- 
tively hoping that we can secure necessary funding to put our Web 
site into Spanish and to work with partners to create a greater dis- 
tribution of Spanish language material. 

Mr. Hinojosa. Well, I want to say that in the 8 years that I have 
been in Congress I have seen the increases that have occurred in 
trying to get more HSFs to be able to get designated and monies 
so that they can do the recruitment and tutoring and mentoring 
and retention and seeing how this bill only increases the minimum 
grants for the HBCUs from $500,000 to $750,000, it seems like the 
experience I have had two or 3 years where we have been getting 
crumbs increases for the HSIs that we are getting right back to 
where we were 10 years ago where there was a great deal of ne- 
glect for the Latino community, and I think that that is a serious 
mistake in this legislation. 

Also, I see that the question that I asked is not being addressed 
in ways that will give us more professors at the universities where 
we have an acute shortage of professors, and especially Latino pro- 
fessors. And if we are to be able to take care of the needs of this 
very fast-growing ethnic group, I think that this legislation is lack- 
ing in order to meet the needs of what we need for higher edu- 
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cation and would like to have this young lady’s — sorry, I can’t see 
your name from here, but I would like to have your comments. 

Ms. Wasserman. I think that that is a critical point and in a bill 
that has this Bill of Academic Rights talking about diverse view- 
points and intellectual pluralism being important, for us, when we 
look at the bill, we are looking are what are the ways we are going 
to have real increased diversity points in our campus and that is 
going to be to support the increase of Latino students on campus 
and that is what is attracts those students is becoming the profes- 
sors of the future. And it is supporting HSIs, it is supporting 
HBCU’s, it is finding ways to support other programs that our out- 
side of this reauthorization process like affirmative action, that we 
support those programs that we think will make the difference in 
who is in our classrooms and who goes on to reach higher level de- 
grees. 

Mr. Hinojosa. Well, it seems like all of you agree but I don’t 
hear that you all are making a strong statement that this bill is 
short of what we need for the next 6 years. And unless you speak 
up, I don’t see that Congress is going to wake up to the fact that 
there are over 2.5 million Latino students and another 2.5 who 
would like to get into college simply because we don’t have enough 
professors. Classes close like this once they open them for registra- 
tion because we don’t have enough professors and we have got to 
have Master’s and Ph.D.’s to be able to teach at the university 
level. So I need to hear your community to really rise and speak 
up so that the shortfall that occurs in the new reauthorization act 
that that gap is closed so that we can indeed serve all those who 
are qualified and wanting to go to college. 

So with that, I yield back the balance of my time. 

Chairman BOEHNER. I want to thank all of our witnesses for 
your patience and our audience for your patience during our inter- 
ruption today. We appreciate your valued testimony, and I expect 
that the Committee will have another hearing probably after mem- 
bers return from the Memorial Day district work period and begin 
to delve a little more deeply into some of these subjects that were 
talked about today. 

Ms. McCollum. Mr. Chair? 

Chairman BoEHNER. Ms. McCollum. 

Ms. McCollum. I would like to add in an editorial from the Min- 
neapolis Tribune which talks about access to higher education. 

Chairman BoEHNER. Without objection, so ordered. 

[The provided material follows:] 
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Editorial from the Minneapolis Star Tribune, Submitted for the Record by 

Hon. Betty McCollum 

Editorial: Gentrification/Too much on U.S, campuses 

Published May 5, 2004 

The headline on an April 22 New York Times article about the growing income divide in 
American higher education might have been, "Colleges help rich get richer, poor stay poor." 

That perversion of the American dream will be the result, if enrollment trends at many of the 
nation's colleges and universities continue. Around the country, decades of faster-than-inflation 
tuition increases and miserly responses by the funders of financial aid have worked together to 
concentrate affluent students at the nation's flagship universities and prestigious private 
schools, while consigning students of modest means to low-cost community colleges and state 
universities. Minnesota's private colleges are bucking that trend, however, thanks in good 
measure to the Minnesota Stale Grant Program. 

Freshmen at the University of Michigan, the Big Ten's gold standard institution, are mo.re likely 
to come from families with incomes in excess of $200,000 than from those earning less than 
the national median of $53,000, the Times reported. Fewer than 20 percent of American 
families have incomes greater than $100,000, but at the nation's 42 most selective colleges 
and universities, students from those families account for more than 40 percent of total 
enrollment. That's up from 32 percent just five years ago. 

The gentrification of the best American schools breaks faith with generations who have been 
told that higher education is available to anyone who possesses the ability and will to succeed, 
regardless of means. It threatens the social mobility that has been a defining American 
characteristic since the nation's founding. The situation so worries educators at a number of 
leading universities - Harvard, Stanford and Yale among them - that they are revamping their 
admissions and financial aid policies to give low- and middle-income students more 
opportunity to enroll, 

Minnesota colleges and universities have not totally escaped this trend. In 1999, a major study 
of the college enrollment decisions of high school graduates found that more than a third of 
those from families with incomes under $40,000 chose the lowest-cost higher education 
option, state community and technical colleges. The higher-priced University of Minnesota was 
the choice of one out of six in that income group. 

Yet the same study found something surprising: Gentrification is not sweeping the state’s most 
expensive schools, the four-year private colleges. About one in five students from families with 
incomes under $40,000 wound up at private colleges. That's a larger share than enrolled either 
at the University of Minnesota or the four-year state universities. 

More recent evidence that Minnesota's private colleges are bucking the gentrification trend 
comes from the enrollment decisions of this state’s recipients of federal Pell Grants for low- 
income students. In 2001 , 20.4 percent of them were at private colleges, compared with 22.9 
percent at state universities and 17.4 percent at the University of Minnesota. 

The private colleges deserve praise for expending their own resources to keep their doors 
open to low-income students. But another anti-gentrification force is also at work - the State 
Grant Program. 

That private colleges here are not exclusive clubs for the rich is a credit to the wisdom of the 
grant program's design. It provides support for Minnesota students who choose both public 
and private institutions, and calculates grant amounts with a formula that accounts for both 
family income and institutional cost. As a result, 18,700 of the 72,400 students who received 
state grants in 2003 were enrolled at private colleges. 

The grants those students received are not a state subsidy of private institutions, as the 
program’s critics argue. The State Grant Program is an investment in open campus doors. It is 
a defender and preserver of the American Dream. The national trends suggest that more 
states need programs just like it. 

© Copyright 2004 Star Tribune. All rights reserved. 
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Chairman BoEHNER. Mr. Kildee? 

Mr. Kildee. I just want to thank all the witnesses. We have had 
a very good panel today. You have responded to our questions very 
well. All of you have done well. I do think, Ms. Wasserman, you 
responded and reacted well to tough and hard questions on both 
sides of the aisle, and I commend you for that. 

Ms. Wasserman. Thank you. 

Chairman BoEHNER. This hearing is now adjourned. 

[Whereupon, at 2:30 p.m., the Committee was adjourned.] 

[Additional material submitted for the record follows:] 
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Statement of Hon. Pete Hoekstra, a Representative in Congress from the 

State of Michigan 


Mr, Chairman, I want to thank you for convening this hearing today. The reauthorization 
of the Higher Education Act (HEA) is an impjortant undertaking for the Committee on Education 
and the W^kforce in the 1 08‘'' Congress. We’ve made steady progress on this reauthorizalion 
with the passage of legislation addressing Titles 11, VI, and VII of the Act, but there arc many 
other important provisions of the !1EA under consideration today. 

Upon the introduction of the College Access & Opportunity Act, 1 applaud the Chairman 
for including many important programmatic reforms and setting impressive goals in this HEA 
reauihorization. Creating a consensus proposal that members can support is certainly no easy 
task. Even among the Members of this Committee, there are several different approaches to 
containing costs, improving the quality of higher education, expanding access, and removing 
barriers to higher education opportunities for non-traditional students. I look forward to working 
with the Chairman in the coming months as he continues the ongoing dialogue on this 
reauthorization effort. 

The nation benefits from the rich diversity of all the different colleges, universities, and 
other institutions that make up higher education, i am an ardent supporter of our system of higher 
education because it allows individuals to make choices based upon their own needs, personal 
goals and unique interests. 1 strongly believe that Higher Education is one of the best education 
models that exists in our nation, due to its abundant options, rigorous academic standards, and the 
manner in which it empowers students to make educational choices that complement their 
individuality. 

I wish to thank the chairman for agreeing to incorporate my amendment within the base 
text of the language for Title III and Title V programs. I’ve long advocated for increased 
partnerships between minority serving institutions (MSIs) and the elementary and secondary 
schools in their local communities. I whole-heartedly believe that these provisions facilitate 
opportunities for students at MSIs to mentor and positively impact younger students. I recognize 
that many campuses are already undertaking innovative efforts to prepare and recaiit future 
students, and I trust that this language will support these innovators and also encourage new 
partnerships to be formed. 

Because of my personal interest in increasing access to post-secondary education 
opportunities for students from non-traditional backgrounds, 1 also want to express my concern 
with the long-term impact of a ten percent set-aside for new TRIO programs. TRJO programs 
have long served a unique and needy population of students, and I’m concerned that this set-aside 
may adversely impact successful programs with a long and steady history of community support. 
Many TRIO programs have taken years to build their current capacity, partnerships, and 
reputation, and it is important to recognize the benefits and high-quality results that mature 
programs bring to TRIO, 

With each passing year, more students are applying to higher education programs, and 
more arc graduating with certifications, diplomas and degrees. This is a reflection of the 
importance of this Act, but it also exposes the difficult situation that auihorizers are faced with as 
we seek to expand the reach of federal student aid, WTiile there is certainly a demand for 
increased loan limits and Pell grants, the number of students who qualify for this critical financial 
support is steadily increasing. Authorizing unrealistic limits without being mindful of the fiscal 
impact of such policies is an action that may reap short-term political gain, but I believe is also 
misleading students and parents. 

While I recognize that some would have liked to see dramatic increases in loan limits and 
Pell grants, I believe the modest increases in H.R. 4283, coupled with reduced origination fees on 
student loans, will support low and middle-income students and allow them increased access to 
the post-secondary educational institution of their choice. 

I support the Committee's efforts to simplify and clarify the financial aid process. I'm 
pleased that the bill before us returns the financial aid drug provision to the original intent of 
Congress, and that it also makes several strides to eliminate fraud, abuse, and confusion by 
simplifying the financial aid application process and verifying and streamlining FAFSA 
information with data reported to other federal agencies for other federal programs. 

1 am also pleased that the bill before us eliminates the single holder rule, which will allow 
students to consolidate their student loans with the lender of their choosing. This anti- 
competitive provision has no place in a free-market society and I applaud the Chairman’s wisdom 
in eliminating it. 

I strongly believe that we should encourage, not penalize, innovative ideas for delivering 
higher education. As the student population becomes more non-traditional, changes in the rules 
governing distance education will go a long way to increasing access to higher education for 
underserved populations. We should push to give as much flexibility as possible to these delivery 
methods. 
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The bill before us strikes an appropriate balance regarding the transfer of credit policies 
of institutions. The legislation requires academic institutions to make their transfer of credit 
policies public and forbids them from rejecting credits based solely on the accreditor. 'WTiile I 
believe it is important to provide maximum flexibility for transferring credits betw’een 
institutions, I also w'ant to protect the integrity of academic instruction at institutions of higher 
education by preserving their right to control the curriculum and instruction that is associated 
with a degree from their institution. 

H.R, 4283 facilitates other responsible policies by institutions of higher education. 1 am 
pleased to note several provisions that will enable students to complete their education in due 
course. Repealing arbitrary policies like tuition sensitivity, the 30-week rule, and the 90-10 rule 
eliminates incentives for institutions to unnecessarily raise tuition costs or expand the length of 
the academic year. By providing students with access to federal Pell Grants year round and 
reducing the time it takes for students to complete their education and training, the legislation 
seeks to ensure that students are able to complete their schooling and enter the workforce in a 
timely fashion. Eliminating the 90-10 rule, which has steadily become less a reflection of 
institutional accountability and increasingly a measure of bureaucratic compliance, will allow 
proprietary institutions to continue to expand access to higher education for the neediest students, 
while maintaining affordable tuition costs. 

I would be remiss, however, if I did not express my concerns with the radical policy 
change that would eliminate any fixed interest rate option for student borrowers. The 
consolidation loan program was created > cars ago by the Congress to address, among other 
things, rising default rates in the college loan program. Providing a fixed interest rate has been an 
important and widely popular financing tool for helping students manage their debt, which in 
turn, protects taxpayers from absorbing the costs of defaulted loans. College graduates who take 
advantage of the fixed rate offered in this worthwhile program know to the penny their monthly 
and yearly financial obligation and can budget accordingly. This fonvard planning - which 
should be encouraged and rewarded - removes the barriers student loan debt presents to those 
college graduates, especially those who want to work in the public and non-profit sectors of the 
economy. As underlying student loans move to a variable rate formula, I believe it becomes even 
more important to preserve a fixed rate financing option for students. 

Finally, I am eager to work with my colleagues to reduce regulatory red tape and 
burdensome, ineffective regulations that currently exist in higher education. Too often, the 
compliance costs associated with federal regulations increase administrative costs for our nation’s 
institutions of higher education. It is my hope that the reauthorization will eliminate unnecessary 
paperwork and simplify burdensome requirements. H.R. 4283 makes many laudable steps in that 
direction, however, at the same time, it establishes several new reporting requirements that 1 fear 
may be a step backward from the staled goal. 

As we look toward reauthorizing the Act in a way that promotes increased access, 
accountability and fiscal discipline, I want to encourage all of the individuals involved in this 
debate - including the various institutions of higher education, students, and different associations 
- to work with us in achieving the best outcomes so that the programs can continue to serv'e the 
needs of all students. I again want to thank the Chairman for this hearing and pledge to work 
closely with the Chairman and my committee colleagues to ensure that the Committee’s 
legislation expands access and opportunities for all students. 
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Statement of Hon. Charlie Norwood, a Representative in Congress from the 

State of Georgia 


Mr. Chairman, 1 thank you for holding today’s hearing on the College Access <& Opportunity Act (H.R. 4283) to reauthorize 
the remaining portions of the Higher Education Act (HEA) including Title IV, which deals with student aid. I strongly believe this 
legislation represents the best efforts of this Committee to modify stodent financial aid policies to increase current and future students’ 
access to federal funding in a fiscally responsible manner. 

Mr. Chairman I applaud your efforts, as well as those of my good friend Mr. McKeon, because unless we do something to 
remedy current law, many low and middle-income students &ce die possibility of being denied access to a higher education in the 
very near future. As you know, GAO has warned that the current financial aid loan consolidation plan, which currently provides 
billions in subsidies, will explode in coming years. H.R. 4283 restores fairness to our student aid programs by ensuring that federal 
education aid goes to the current and future students who need it most, rather than higher income graduates repaying their loans. By 
remedying this inequity, the 1 08“' Congress can prove to American families that we are serious about addressing the skyrocketing cost 
of college tuition by ensuring the availability of federal funds to those who need it nwist. 

Among the highlights of this legislation are the provisions that strengthen Peli Grants, reduce red tape for students and 
graduates and remove barriers for non-traditional students. In addition, the legislation provides more information to consumers on the 
costs and accreditations of colleges. By switching the consolidated loan program from a fixed to a variable interest rate, we 
accomplish these important goals while maintaining the benefits of the loan program. 

Simply put, this bill is about helping those who need it most. The American people’s taxpayer dollars are better spent helping 
folks earn a college education, not graduates who are already educated and have an ability to earn a wage, The federal government 
doesn’t need to pick up the tab on their loans in the form of subsidies that cost billions to maintain. Current and future students are the 
ones who need it most. We have a choice here to make. If we contmue to subsidize higher income borrowers repaying their loans, we 
seriously limit the opportunities for those who need it most: current and future students. 

Part of the mission of this Committee is to monitor the education level of the American workforce. Now, more than ever, we 
need to be encouraging as many students as possible to go on to college. This legislation encourages lower and middle-income 
.students to “give college a try.’’ H.R. 4283 will go a long way in increasing educational opportunities during a time when our economy 
demands a higher education level in the workplace. 

Mr. Chairman, I believe the College Access and Opportonity Act will provide current and future students greater access to 
federal education aid while giving every American taxpayer a fiscally sound solution they deserve. 

Thank you Mr. Chairman, and I yield back. 


statement of Hon. Raul M. Grijalva, a Representative in Congress from the 

State of Arizona 


The Higher Education Act authorizes roughly $70 billion dollars a year, which directly impacts all of the (approx) 16 million students 
currently enrolled in undergraduate and graduate institutions. For such a vast program, 1 am disappointed that bipartisan initiatives 
were not explored for a program that effects millions of student every year. Though I have not endorsed the bill, Mr. Andrews has 
demonstrated that many Democrats are willing to take a middle of the road strategy for this reauthorization, yet this sentiment was not 
met with reciprocity on the other side of the aisle. Regardless of who is in the White House, or who holds the majority of 
Congressional seats, students will enter college every year in the millions. Their interests must come first. 

The Republican bill is harmful to students in many ways, most notably by neglecting to increase Peli Grants, diverting federal funds to 
for-profit institutions, and lacking a real plan to reduce the overall cost of a college education. 

HR 4283 fails to fully fund, or even increase the maximum Pel! Grant, The maximum Pell grant for the 2002-2003 school year was 
worth $500 less than the maximum grant in 1975-76. This inaction falls at the time when millions of students are struggling to keep 
up with rapidly rising college costs. Pell is by far one of our most valuable tools in making a college education affordable for those 
with the most financial need. Without an increase, low income students are forced to accumulate a rising debt burden. 

By far, one of the most harmful provisions in this bill is the creation of a single definition for an institution of higher education. A 
single definition would allow for-profit institutions to be eligible for al! HEA programs. This would dilute resources presently 
available for public and private non-profit institutions and allow for-profit institutions to receive grant funding typically reserved for 
minority serving institutions and institutions that serve large numbers of disadvantaged students. For the first time, money that this 
reserved for institutions with a public interest mission that serve predominantly minority and low-income students will be available to 
for-profit schools. The republican bill pushes this change under the guise of increasing access to higher education for minority and 
low income students, yet federal funds would be diverted to for profit institutions with default rates that average two to three times 
those of public and not-for-profit schools. 

As Congress looks at options in making college more affordable to all students without dramatically increasing the costs to the 
government, we must examine the costly subsidies that are granted to the rapidly growing student loan industry. For-profit lender 
advocates claim that the industry would be strained, ultimately reducing access to college if these subsidies disappear. In reality, the 
industry is too profitable for any business to walk away from. Lenders will continue to see a profit without these massive subsidies. 
We should examine options that would divert these unnecessary subsidies towards programs that directly help smdents who are in 
need. 

While I have kept an open mind as I examine options that will make college more affordable, I will continue to insist that the focus 
will remain on students in need rather than greedy lenders and proprietary institutions. 
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Statement of Hon. Jon Porter, a Representative in Congress from the State 

of Nevada 


Mr. PORTER: Thank you, Mr. Chairman, for convening this hearing on the committee’s 
legislation to reduce the burdens and eliminate the roadblocks facing our students as they 
attempt to achieve post-secondary education, I also welcome our panel of witnesses 
today and thank them for their testimony on the impact of this proposed legislation. 

This legislation could not come at a more appropriate time as America's high school 
graduates and their parents are facing the highest post-secondary education costs in 
history. By creating a more efficient system that provides greater benefits to those 
entering into, or still partaking in, post-secondary programs, the federal government can 
increase the access to college-level study for the students whose financial background 
requires the greatest assistance in attaining higher education. 

As the link between successfully educating our students and their level of success in their 
careers becomes all the more clear, we must focus our attention on preparing students for 
academic success beyond the high school level, while simultaneously providing these 
students with the means for that success. Continued attention will be required to these 
important issues as the fundamental link between the classroom and the workplace 
continues to grow. In this sense, the provisions in this legislation that broaden the 
horizon of institutions open to federal post-.secondary funding demonstrate a willingness 
to adapt to the realities of today’s marketplace and to anticipate the needs and wants of 
our students. 

The explosive population growth of southern Nevada provides a perfect backdrop for the 
need for these reforms. As highly skilled positions, like nurses and teachers, become 
more and more scarce, these kinds of communities rely on the federal aid offered students 
to pursue academic and professional careers in these schools. The nursing shortage in 
southern Nevada exemplifies this necessity, as many qualified applicants, desirous of 
entering nursing programs at the University of Nevada, Las Vegas, and the Nevada State 
College, are unable to because of the cost. This much needed reform will allow a greater 
number of students to enter the classroom and will provide them with the necessary funds 
to enter one of these much-needed professions. 

Again, Mr. Chairman, thank you for holding this hearing on this important final piece of 
the Higher Education Reauthorizalion. I look forward to a productive meeting today and 
to continuing our work of providing educational opportunities to all Americans. 


Question from Hon. Pete Hoekstra, Submitted for the Record 

Please explain the primary sources of revenue and funding for your organization. 
What percentage of your budget is composed member dues? Please also include 
other sources that comprise more than 10 percent of your annual operating budget, 
including the approximate percentage contribution made by each alternative source. 


Response of Jim Boyle, President, College Parents of America, Submitted 

for the Record 

College Parents of America’s primary sources of revenue and funding are member 
dues and partner fees. 

Member dues are comprised of both individual and institutional monies. Indi- 
vidual members, generally parents of current or future college parents, pay an an- 
nual fee of $36.50, or may join for up to five years at a discounted price of $109. 
There are currently more than 1300 active individual members. Institutional mem- 
bers, generally comprised of colleges and universities (with a handful of school dis- 
tricts and/or independent secondary schools), pay an annual fee of $496. There are 
currently 68 active institutional members. 

Partner fees are negotiated with companies who wish to serve the current and fu- 
ture college parent market, and who see College Parents of America as a viable 
partner for accomplishing their objectives. Current partner fees range as high as 
$90,000 per year to as low as $495, with a share of revenue gained through the 
partnership always part of the equation. There are currently 10 signed corporate 
partners, with several others in negotiation. 

As of June 2004, approximately 40 % of total revenues this year have been de- 
rived from member dues, with slightly more than 60 % of that figure coming from 
individuals and the remainder from institutions. During this year to date, therefore. 
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approximately 60 of total revenues have been derived from fees paid by corporate 
partners. 


Response of Dr. A. Dallas Martin, President, National Association of 
Student Financial Aid Administrators, Submitted for the Record 

In response to Congressman Hoekstra’s question, NASFAA Operating Budget for 
the 2003-04 fiscal year is $6,103,000. 

The Association has seven primary sources of revenue and funding which are list- 
ed below with the percentage derived from each. 

Association Membership Dues-50% 

Association Conference Registrations-12% 

External Advertising, Exhibitors, Sponsors-18% 

Association Publications and Subscription-6% 

Association Training Sessions and Materials-5% 

Association Investment Income-5% 

Association Development Activities^% 

If you need further information, please let me know. 

Sincerely, 

Dr. A. Dallas Martin 


Response of Rebecca J. Wasserman, President, United States Student 
Association, Submitted for the Record 

The Honorable Pete Hoekstra 
United States House of Representatives 
2234 Rayburn House Office Building 
Washington, DC 20515 
06/04/2004 

Dear Representative Hoekstra, 

The United States Student Association (USSA) is almost entirely funded by dues 
from membership campuses through their student governments. 59% of this year’s 
operating budget comes directly from campus and state student association dues. 
The only other income item that is over 10% of our budget is the income received 
from our two annual conferences, our National Legislative Conference in Wash- 
ington, DC and our National Student Congress held on a different college campus 
each year. These two conferences” combined revenue accounts for 24% of our in- 
come. Overall, membership dues and conferences account for 83% of our income. 

I hope this gives some insight to the budget of our organization. 

Thank you, 

Rebecca J. Wasserman 
President, USSA 
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Additional Statement of Dr. Dallas Martin, President, National Association 
of Student Financial Aid Administrators, Washington, DC, Submitted for 
the Record 


Thank you for the opportunity to submit this supplemental statement to accompany the written statement I presented to the Committee 
on Education and the Workforce on May 1 2, 2004. 

In my te.stiniony, I stated IhatNASFAA approves of many of the H.R. 4283 provisions that improve the Title IV student aid programs 
and provide additional benefits for students. Among those provisions are the reduction in the loan origination fees for students in both 
the FFEL and Direct Loan programs; an interest-only two-year repayment plan option for borrowers who may have difficulty in 
meeting repayment obligations; the continued authorization of all of the time-proven Title IV student aid programs; the elimination of 
both the 30-day delayed disbursement requirement and the multiple disbursement requirement for schools with default rates of 1 0% or 
less; the clarification of the student aid rules on drug-related offenses; striking of the “tuition sensitivity” provision; and expanding of 
the use of program funds to promote financial and economic literacy. 

We are especially pleased that equity among borrowers is provided in H.R. 4283 by adoption of variable interest rates for the federal 
Stafford loan programs, including consolidation loans. NASFAA also is pleased that the bill increases the annua! subsidized loan 
limits for first and second year students in both the FFEL and Direct Loan programs. Finally, we note, with approval, that H.R. 4283 
includes a proposal to modify the allocation of funds formula that is used to distribute federal funds to institutions under the campus- 
based programs. 'This proposal is a modified version of a recommendation that NASFAA advanced last year. 

As I stated in my testimony, “...We recognize the Committee’s charge to develop a revenue-neutral bill and appreciate the difficult 
choices that had to be made to focus limited resources on current and future needy college students rather than individuals who have 
convicted their postsecondary educational experience, in an idea! world, we would like to address the needs of all individuals but with 
limited available funding, our highest priority is to ensure access and opportunity for current and incoming low- and middle-income 
students." it is in this spirit of ensuring student access and opportunity that I submit this supplemental statement suggesting 
irr^rovements for H.R. 4283 that NASFAA believes will assist students and help financial aid administrators in the performance of 
their responsibilities. While we realize there are many other aspects of the bill that are of significant concern to us as well as to 
members of the broader higher education community, we have not chosen to address these issues in this statenKnt. We would 
encourage the Committee to continue to work with our colleagues to address these matters. We also hope the Committee will give 
seiious consideration to the improvements outlined m this statement to garner more support for the Title IV provisions of the bill from 
the financial aid community. 

Pell Grants 

Negative EFC. NASFAA strongly supports adding to a Pell Grant award the amormt of any calculated negative Expected Family 
Contribution (EFC), not to exceed the cost of attendance and permitting students who qualify for the low-income by-pass (for TANF 
& General Relief recipients) to automatically receive an additional $750 in Pell Grant Ending. NASFAA believes that the poorest of 
the poor — as evidenced by individuals with negative EFCs — should qualify for this additional Peii Grant funding. In the past, when 
parents’ income was less than the allowances in the formula, a negative EFC was calculated in amounts ranging to negative $750. The 
negative amount was not actually funded; however, it enabled financial aid administrators to recognize that these families had a 
greatCT need for assistance and was used to rank the neediest students for purposes of packaging awards. To illustrate NASFAA’s 
recommendation, a student with a negative $750 EFC, who otherwise qualifies now for a $4,050 maximum award, would receive a 
Pell Grant award of $4,800. We believe this change is very important to support needy students and that adoption of this proposal will 
greatly enhance the Federal Pell Grant Program’s reach and usefulness. 

Peil Grant Maximum Award Level. NASFAA recommends that the Federal Pell Grant authorized maximum be doubled from 
current levels and that the program be established as an entitlement. This will ensure timi the purchasing power of the maximum award 
is set at a level necessary to provide postsecondary access for students; will reduce reliance on credit financing; and will provide the 
assurances of guaranteed funding for prospective and current students and their parents. While we realize the chances for enactment of 
a Peii Grant entitlement are not favorable at this time, NASFAA believes the Congress must continue to signal that the program is 
important and is the basic building block for providing access for needy students. We believe that the authorized level of tlx 
maximum gram should be increased beyond the $5,800 in die bill. If it is not, this marks the first time that a rcauthorizatior. proposal 
in either House of Congress has not proposed any adjustment in the maximum Pell Grant since the program was created in 1 972. The 
failure of this bill to increase the maximum Pell grant stands in stark conttast to the Committee’s willingness to increase student loan 
limits. While the increase in loan limits is important and wc applaud the step, it is even more important that grant aid be increased. At 
a minimum, the out-year authorization should be “such sums” if a specific number is not provided rather than freezing the authorized 
maximum award for all years at $5,800 as H.R. 4283 does. 

Pell Grant Plus. NASFAA has serious concerns over the equity of this new policy direction, adding a merit component for Pell Grant 
recipients. The Pell Grant Program’s primary focus has always been to assist needy students without regard to qualification other than 
financial need. While NASFAA supports efforts to encourage ail students to pursue a rigorous course of study in high school, if this 
new provision is adopted, it will create inequities among needy students. 

For example, we believe it is inequitable for a zero EFC Pell recipient to receive a full $ 1,000 Pell Grant Plus award and a 3,850 EFC 
recipient to receive a $400 minimum Pell Grant and then receive the same $ 1,000 Pell Grant Plus award. Our additional equity 
concerns relate to the fact that some students can participate in the program, while other students — even those who lake the same 
rigorous high school program — cannot qualify for this bonus award becau^ their state or local school district does not participate in 
the State Scholars program. 

We have greater concerns regarding the legislative language authorizing Pell Grants Pius. Our primary objection to the current 
legislative language is the open-ended nature of the authorization. The bill essentially creates a merit-based entitlement within the Pell 
Grant Program by adding a provision stating that qualified individuals receive $1 ,000 without regard to the funding level in the Pell 
Grant appropriation, and by establishing eligibility only for individuals who “have completed a rigorous high school program of 
student established by a State or local ^ucationai agency in coiBultation with a State coalition assisted by the Center for State 
Scholars.” 

It is the combination of these provisions that troubles us and has the potential to first divert limited Pell Grant funds from being 
awarded strictly on the basis of financial need, and second, to dilute the funding that would be needed to increase the maximum Pell 
Grant award. If the Committee continues with plans to authorize the Pell Grant Plus program, NASFAA recommends that at a 
minimum its authorization be separated from the Pell Grant Program authorization. 


Pell Elisibilitv Tied to Loan Default Rates. NASFAA reconmicnds that the Committee eliminate cunent statutory provision 
(Section 401(j)) mandating that schools that lose eligibility to participate in the FFEL or Direct Loan Programs due to high default 
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rates also lose their eligibility to participate in the Federal Pell Grant Program. We understand that as a result of this provision in the 
1998 reauthorization, many schools whose primary missions are to proviite educational opportunities for needy students were 
discouraged from participating in the federal student loan programs because of the risk of losing Pell Grant eligibility for their 
students. These schools should not be disadvantaged in their Pell Grant particq»tion, especially since many such schools (particularly 
community colleges) have few borrowers, meaning that a few defaults cmild cause them to lose loan eligibility and subsequently lose 
Pell Grant eligibility. Consequently, students at these institutiom who may need to borrow are forced to take out private label loans 
that do not have the same favorable terms and conditions tfiat are offered under die federal student loan programs. Or alternatively, 
these students may be forced to work fulltime (while trying to carry a fiiU academic workload) just to pay their educational and living 
expenses. Our recommendation will allow more schools to partici|»te in tlK loan programs so that such working students can take out 
a modest federal student loan and reduce their hours at work in order to devote more time to their studies. 

Federal Supplemental Educational Opportunity Grants 

FSEOG Rankina. NASFAA recommends eliminating the lowest EFC order for awarding, but retaining the preference that FSEOG 
recipients also be Pell Grant recipients. We also recommend permitting schools to direct no more than 1 0% in FSEOG funds to other 
exceptionally needy students — who may be non-Peil recipients — as defined by the institution. This flexibility would allow financial 
aid administrators to target funds to the neediest students and to smooth the awarding procedures from year to year, for example, when 
an FSEOG recipient one year loses eligibility due to losing Pell eligibility because of the current law ranking requirements. 

Part B and D Loan Programs 

H.R. 4102. NASFAA endorses and strongly urges adoption of Rep. Robert Andrews’ bill H.R. 4102, The Access and Equity in 
Higher Education Act because it is the most con^rehensive approach to providing access to a postsccondary education through credit 
financing for our nation's citizens. We favor the Andrews bill because of its comprehensive approach, including the provision of 
increases for first-year annual borrowing limits to $4,000, to $6,000 for second-year borrowers and provision of a $10,000 line of 
credit for the rest of an undergraduate’s career. H.R. 4102 increases subsidi:red annual loan limits to $10,000 for graduate and 
professional students, an increase that NASFAA believes is urgently needed. The Andrews bill also increases unsubsidized annual 
loan limits across-the-board and increases aggregate loan limits in alignment with the proposed increases in the annual limits. 

The Andrews bill also totally eliminates the origination fee charged to borrowers, provides new flexible repayment options, and offers 
loan forgiveness for borrowers entering certain occupations. Importantly, the Andrews bill mandates variable loan interest rates for all 
loan programs and provides for an innovative need-tested consolidation loan interest rate to benefit borrowers with the lowest 
incomes. 

Ability to Set Lower Loan Limits. In conjunction with the proposed increases annua! loan limits, NASFAA recommends that 
institutions be permitted to set lower loan limits on a school-wide, class level, or academic program basis. It would be up to the school 
to decide to adopt a lower loan limit and what that limit should be. Adopting this provision will enable institutions to allow their 
students to borrow the increased amounts but also will provide other schools who wish to limit students' borrowing with an 
appropriate alternative. Further, this proposal will also help to minimize the federal government's cost in the loan program. 

Aggregate Loan Limite, While we have already encouraged the Committee to adopt the loan provisions that are contained in H.R. 
4102, we hope that as a minimurathe Committee would increase the undergraduate aggregate loan limit to $24,500 to take into 
consideration the modest increases in annual loan limits for first- and second-year borrowers contained in H.R. 4283, It is 
unprecedented in an HEA reauthorization not to increase aggregate loan limits to account for increases in annual loan limits. Without 
an increase in aggregate loan limits; borrowers who need a fifth year to complete their baccalaureate degree will find they are $ 1 ,500 
short of loan eligibility. Their only alternatives would be to drop out and work to fund the shortfall or to take out an alternative loan 
with terms less attractive than a Stafford loan. 

Interest Rate Cap. NASFAA applauds H.R. 4283’s provisions providing for variable interest rates. As I said in my testimony on 
May 12'^, "we sttl! believe that the change to a variable rate for ail future borrowers establishes a system that will treat all borrowers 
more equitably.” We strongly support, however, keeping faith with students in a 2002 decision with the passage of S. 1762. That 
legislation set a fixed interest rate for Stafford Loans at 6.8 percent and also continued the current methodology for determining lender 
yield that was scheduled to expire on July 1 , 2003. NASFAA argued unsuccessfully at the time that interest rates should be maintained 
as variable but capped at 6.8 percent. That was the right decision then and still is now. 

Direct Loan On-time Repayment. NASFAA opposes the provision in H.R. 4283 repealing the authority of the Secretary to reduce 
Direct Loan Program interest rates to encourage on-time repayment. This device is widely used in the FFELP industry and should 
continue to be made available to Direct Loan borrowers as well. Anything the Congress can do to encourage student loan repayment 
and prevent a loan default in either the FFELP or the Direct Loan Program is desirable. 

Conforming FFELP And DL Repayment Potions. NASFAA recommends that the more generous repayment options in the Direct 
Loan Program, especially graduated and extended repayment plans, be extended to FFELP borrowers to ease student loan repayments. 
We believe the Congress should make repayment options more attractive to all borrowers and, certainly, should not take away the 
more generous repayment options currently available to Direct Loan borrowers. 

Automatic Deferment. Many borrowers who return to school do not realize that re-enrolling in school does not automatically place 
them in deferment. They don’t always know that there may be additional paper work to make this possible, if a school were allowed to 
submit an automatic in-school defemtent to the National Student Loan Data System (NSLDS), the lender would receive notification 
that the student has returned to school and could contact the student ra determine if he/she wishes to continue to make payments or 
enter into a deferred status. This change would in^irove the current process and ensure that borrowers who return to school do not end 
up in technical default while waiting to file for their defermente. 

Loan Certification Extension. NASFAA recommends that schools be given the authority to certify loans up to 30 days after the 
student’s last date of enrollment. This recommendation would give schools file flexibility to deal wi A students who were unable to 
complete the loan application process prior to ceasing mrollment or whose anticipated resources that did not materialize. 

Loan Proration. Stafford loan limits must be prorated if (1) the sttident is enrolled in a program which is shorter than one academic 
year, or (2) the student is enrolled in a program that is one academic year or longer but the individual student is borrowing for a final 
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period of enrollment that is less ^an a full academic year in lei^th. Tlie tatter circumstance may occur when the program itself is not 
an even multiple of academic years (e.g., a program spanning tfiree semesters where two semesters comprise an academic year, or a 
1 500-clock hour program where the academic year is 900 clock hours). It can also occur when the student is taking longer than the 
normal time to complete; for example, a student in a 4-y«ir (8 semester) program needs one additional semester to graduate. In either 
case, loan limits for the student's final ("remaining") period of enrollment naist be prorated with the maximum amount the student 
may borrow directly related to the number of credit or clock hours for wliich the student is enrolled. Prorafion of loans for remaining 
periods is complex and burdensome to administer. It also creates hardship for students who have already incurred at least one year's 
worth of educational expenses and have need for a greater amount than proralion currently allows. Retaining loan proration only for 
programs that are less than an academic year in length mc»t effectively targets borrower populations that are more likely to find 
repayment of higher loan debt difficult. 

Release Of Student Loan Information For Marketing Purposes. NASFAA recommends prohibiting lenders, guaranty agencies, 
secondary markets, credit bureaus and/or servicers from releasii^ arel/or selling student information for any purpose not related to the 
processing and servicing of student loans. We urge that you include strong language in the statute to prevent the use of student 
information for anything other than the disbiusement and collection of student loans. Some borrowers are receiving certain reduction 
benefits for their loans in exchange for permission to a lending entity to release or sell, for example, their E-mail address to parties 
outside the student loan processes. NASFAA recommends prohibiting this invasion of privacy in the guise of providing some minor 
benefit. Student information should only be used in the processor and servicing of student loans and not for marketing of other lender 
products and/or services. 

Disclosure of Borrower Benefits. NASFAA recommends requiring lenders, holders and loan servicers to fully disclose borrower 
benefits to individual borrowers and potential borrowers in clear and easy to understand language. In addition to outlining student 
rights and responsibilities, all potential repayment options and benefits must be provided, including statistics on how many borrowers 
actually benefit from each option and benefit. Borrowers many times do not understand the type and scope of benefits available to 
them. They may believe that they are entering into a repayment program that will provide them flexibility but in the long run costs 
them more money and is more restrictive than another option. 

Uneven Disbursements. NASFAA recommends that schools be allowed to request uneven disbursements during a loan period for 
both undergraduate and graduate level loans. Students often have significantly greater expenses in some terms than in others. With 
even disbursements they may be unable to meet their expenses in some terms, yet have excess funds in others. 

Federal Work-Study 

Community Service. NASFAA strongly supports the notion that all members of the higher education community should participate 
in community service activities that will benefit the nation and engender in all a sense of social responsibility and commitment to the 
community; however some postsecondary institutions have difficulty meeting the current 7% requirement to expend Federal Work- 
Study funds on community service. For this reason, NASFAA recommends expanding and clarifying the conditions under which the 
Secretary may grant a waiver of the utilization of Federal Work-Study funds for community service. Further, we also favor allowing 
those schools that can certify that ten percent of their student body is involved in community service to be exempt from any FWS 
community service spending requirements activities. Because many schools have a strong commitment to community service and 
incorporate it into their institutional phi]osophie.s and program structures, and because we believe incentives to grow community 
service initiatives are more productive than mandates, we recommend recognizing the efforts of schools that are successful in this 
regard. Recognizing that the development and nurturing of exemplary community service programs, even in the absence of JLD 
participation, is very important, NASFAA recommends encouraging such activity via the creation of an annual model community 
service program award to be given to schools that exemplify the best of community service. 

Federal Perkins Loans 

Endowment Upon Termination Of Perkins Participation. For many years, schools have received a minimal amount of new money 
for the Federal PerWns Loan Program (based on available appropriations and the fimding formula) and rely primarily on repayment 
funds to lend to new borrowers. Some of these schools may now find that the needs of their students are satisfactorily being met 
through Stafford Loans; however, the school may have a greater need for FSEOG and FWS. Under current provisions, if a school 
determines that it no long wishes to participate in the Federal Perkins Loan Program, it must assign all of its loans to the U.S. 
Department of Education and return the federal share of the cash balance in the fond. Under NASFAA’s recommendation, a school 
that terminates participation in the Federal Perkins Loan Program would be allowed the option to collect its outstanding loans, retain 
the funds to establish an FSEOG/FWS endowment, and use the proceeds from the endowment solely for FSEOG and/or FWS awards. 
Schools would maintain a vested interest in the collection of their outstanding Perkins Loans. Schools would also have an incentive to 
invest the endov^rnent funds at rates equal to or greater than the current 5 percent interest rate. (Currently schools are required to lend 
out the repaid funds as soon as possible.) Earnings from the fund would expand die amount of federal grant and work-study funds for 
students without any additional federal appropriations. Since these schools would no longer qualify for an annual federal Perkins 
allocation, increased FCC would be available to those schools that wish to remain in the Federal Perkins Loan Program and the federal 
government would not have to expand its collection operations to disorb reassigned Perkins Loans. 

Regaining Title IV Eligibiiity. NASFAA recomn^ds allowing a defaulted borrower who voluntarily makes all past and currently 
due payments on their outstanding Perkins loans to regain eligibiiity for ail Title IV programs. Currently a defaulted Perkins borrower 
who voluntarily makes all past and currently due payments regains eligibility only for Perkins Loans. This is inconsistent with all 
other provisions relating to regaining eligibility and makes administration of the programs unnecessarily conplicated. 

Need Analysis 

Income Protection Allowance. The increase in the dependent student income protection allowance (IP A) is welcome; however, 
NASFAA favors the use of the Consumer Expenditure Survey (CES) to update the IPA tables for all students. Current law requires the 
use of the Consumer Price Index to update the underlying Bureau of LabOT Statistics (BLS) data for the IPA tables. Using CES data 
for this update offers a more realistic and up-to-date market basket of goods which we believe will result in more realistic IPAs for all 
students. 

Federal Means-Tested Programs/ Simplified Needs T«t. NASFAA supports the inclusion of federal means-tested programs as a 
qualifier for simplified treatment. NASFAA’s original recommend^ion called fora similar automatic eligibility for recipients of such 
benefits, since they have already passed a needs test. We also recommended foe elimination of the Simplified Needs Test (SNT) and 
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Automatic Zero formula treatments due to the confusion caused by flic tax f<Mrm a fcniiy is “eligible to file” criterion. We note that 
H.R. 4283 retains these formula treatments without the “eligible to file” criterion. 

Treatment of 529 Plans. NASFAA supports the modifications Ri the treatment of 529 savings plans that is contained in H.R. 4283, 
General Provisions 

Return of Funds. We assume that the Committee looked seriously at the body of our recommendations in this area and was unable to 
adopt more of them for reasons of cost. NASFAA supports inqirovements to the return of funds provisions, particularly the 
elimination of LEAP funds from the return of funds c^culation, the clarification that a student may take one or more leaves of 
absence, the clarification on student grant repayments, and the extension of the timeframe within which schools must repay Title IV 
program funds. 

Eligibility Upon Conviction Of Drug Offense. NASFAA applauds the clarification of Section 484(r) dealing with Title IV 
eligibility after conviction for an illegal drug offense; however, we crmtinue to believe extraneous social provisions should not be part 
of the HEA. We believe reverting to Federal law in effect before die passage of Section 484(r) is the most just solution. We 
recommend at sentencing the judge — who after all is closest to the offense and knows all relevant circumstances — should make the 
determination about whedier or not the convicted individual should lose Title IV eligibility or whether it serves justice to allow the 
individual to continue their education as part of rehabilitation. 

IRS/FAFSA Data Match. While the section dealing with IRS/FAFSA data matches essentially is conforming in its nature. NASFAA 
continues to have concerns over the wisdom of passing an unamended H.R. 3613. 

Student Disclosures. Section 486 of H.R. 4283 creates a significant number of new disclosures to prospective and/or current students 
that are likely to be confusing and of little use to most students and their families. While NASFAA believes that reliable and pertinent 
consumer information is important to helping individuals make informed decisions, we would question the value of several of the new 
requirements. While we do not object to all the new disclosures and find a number of them useftil, such as the requirement during exit 
interviews that the consequences of loan consolidation are provided, we are concerned that the disclosure provisions of the bill are so 
far-reaching in scope to become burdensome; that they are so numerous as to result in costs to schools that outweigh the benefits; and 
that they are so detailed as to result in information overload to student consumers and their parents as to be rendered ineffective 
because few will wade through the pages and pages of information that these disclosures demand. 

Qveraward Tolerance. NASFAA recommends establishing a common overaward tolerance of $500 in Part G (General Provisions), 
applicable to the campus-based and Stafford programs. Currently, there is a $300 tolerance for the campus-based programs and a 
limited tolerance for Stafford Loans, applicable when an overaward results from the $300 tolerance in FWS only, Thus, the receipt of 
an additional scholarship may have a disproportionate effect on a student's awards. This recommendation seeks to ensure consistent 
treatment of students across the Title IV programs and simplify institutional procedures. The need for the increase from $300 to $500 
is an absolutely necessary one since the last time this figure was adjusted was in 1992. 

Abliitv to Benefit. NASFAA recommends expanding the Ability to Benefit (ATB) provisions to permit a student to meet the ATB 
requirement by successfully completing — with the equivalent of a grade of C or better — at least six units of college courses applicable 
to a degree or certificate. The ATB regulations were established to determine if a student who had not earned a high school diploma or 
its equivalent has the ability to understand and be successful in his or her program of study. Data from a recent experimental site 
project show that students who do not have a high school diploma or its equivalent but who pass at least six units of college courses 
have grades and retention rates that are equal to or higher than students with high school diplomas. 

Acceptable Documentation. NASFAA recommends including the results of data base matches as acceptable in lieu of documents 
used to establish employment eligibility. The current practice requires the collection of copies of social security cards, alien 
registration cards, citizenship documents, or passports even though citizenship, social security and INS matches are performed in the 
application process. NASFAA's proposal would vastly sin^lify this process without compromising the law's intent of verifying 
identity and eligibility for employment. 

Grant Repayment Upon Death. NASFAA recommends eliminating the liability of a student’s estate or family to repay a grant in the 
event of a student's death. CuiTently, loans, including PLUS loans, may be forgiven in the case of the death of a student. Under current 
statute this forgiveness does not apply to the repayment of grants under similar circumstances. While such cases are rare, NASFAA 
believes this conqjassionate treatment should be extended when a student dies and has a grant repayment pending, 

Loan Counseling, NASFAA recommends requiring Part B lenders or guaranty agencies and the Department of Education under Part 
D to perform all statutory loan-counseling activities, unless the school elects to perform these duties in whole or in part. Further, we 
recommend that the HEA statutory entrance and exit counseling be performed by lenders (including ED for the Direct Loan Program), 
or by guaranty agencies on behalf of lenders. Schools would be able to select the lender(s) or agency(ies) or combination of those 
entities, or the Department of Education under Part D, to perform these counseling activities. Schools also could provide such services 
on their own, either in whole or in part. 

Quality Assurance Programs and Experimental Sites. NASFAA believes that both the Experimental Sites and Quality Assurance 
Programs (QAP) authorized in Section 487A are valuable programs and proposes the addition of legislative language to ensure that 
participation in each program is voluntary and that diversity among postsecondary institutions selected is a priority of the Secretary. 
NASFAA recommends authorizing the Secretary to select institutions for voluntary participation in QAP and Experimental Sites. 
Further, we recommend requiring the Secretary to evaluate the results of these programs and Distance Education Demonstration 
Project and recommend appropriate changes to law and regulation based on the successful components of those programs. These 
programs have been in existence long enough for tte Secretary to draw conclusions about what is working and what is not. If 
experiments prove successful, these experiments should be models for modifying the law for all institutions. NASFAA recommends 
that continued experimentation be broadly focused and not subject to any limitation, such as a focus on verification. Experimental 
sites should be true experiments for new ways of administering Title IV programs and not seen just as regulatory relief or selective 
exemption from federal laws/regulations. Further, we believe that fliis sectitm should not be used as a criterion for participation in any 
activity or program authorized by this title. 

Campus-based Program Transfer Of Funds Authority. NASFAA recommends expanding the authority of schools to transfer 
funds between all campus-based programs. NASFAA believe postsecondary institutions should have authority to transfer up to 25% 
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of funds in one campus-based program to another, rather than the more limited ttansfer authority in current law. Additionally, given 
the small appropriation for new FCC in the Federal Perkins Loan program, this expansion of authority to transfer funds would be 
extended to permit transfer of 25% of annual loan collections to FSKXj or FWS. NASFAA believes this is a common sense change 
that provides administrative flexibility allowing schools to make decisions according to institutional and student needs and such total 
flexibility to move campus-based funds among all programs is a highly desirable |M>licy change. This change would not increase 
campus-based program appropriations or increase allocations to individual schools. 

Liabilities Tolerance. NASFAA recommends establishing a tolerance for the assessTTwnt of liabilities connected with audit and 
program review exceptions. Any institution with procedures in place that are in compliance with Title IV requirements may still 
experience a limited amount of human error that does not indicate any pattern of incompetence, fraud, or abuse. Therefore, the law 
should allow nominal tolerances to account for such simple error. 

Liability Waiver. NASFAA recommends establishing a waiver of liability resulting from unclear, conflicting, or incorrect guidance 
from the Department of Education. The complexity of student aid administration is sometimes reflected not only by error on the part 
of institutions but also error on the part of the Department. We believe institutions should be held harmless when the Department errs. 


In conclusion, we wish to thank the Committee for the positive provisitms in H.R. 4283 and for seeking our comments on this 
legislation, NASFAA looks forward to working with you and die odier members of the Committee as you work to move this 
legislation forward. We would be pleased to provide any additional cmisultation and/or specific legislative language that would be 
helpful to you in addressing the issues that we have outlined. 


Letter from Michael Grayer, Recent Graduate, Virginia College, Jackson, 
Mississippi, Submitted for the Record 

Mr. Michad Grayer 
149SbaroiiHi]lsDrivq 
JackMiB.MS 39212 


May 14. 2004 


The HonombleJoim A. Bpehacr 
eSuinnm 

CommittM on E^uentian and Ae Wodcfiim 
United States Motiae of Rcimteiitativea 
Washinston, DC 20StS 


Dear Chainman Bochner: 


Thank yon fi>r inviting me to testify ihe Sdneatfon and the Wotkface 
Committes on Wedneadqr, May 12. 2004. I am writing to clarify the tesponte I gavi to 
your qaenimjt^atdiBg my student loan bcndtsi. I would Uce to unequivocally ataleibr 
the Tccrnd iliatmy student losns ate in npaymsot and thoee psymems arc managcaiile. 
My TnontUy payment is S7d.8S. However, eeeh mcmdi I sm pa^ng SIOO.OO in mde to 
pay dtem off as soon as poarible. 


,\t an individual who hiqie to return to college in the sear fMure to continue my 
posaeeondaiy cducatioii and earn a Bachebx’a degree, I am scppoitive of the Vnn 
ptoviricaa in HJL 4283, the College Aeeeaa and Opportunity Act of 2004, that vrili belp 
currexri md ftitate atudenta. Please do not hetitsie to oontact me if you have my 
questions or if I can he of ssastance to you in any way. 


SinctRly, 


fl- 

Micra^ Grayer 



o 


Grayer 



